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Q: 

NEGRA RANCH, LLC AND SIERRA NEGRA MANAGEMENT, LLC? 

A: My name is John F. O'Reilly. I am the owner of Strategic Associates, Inc. which is an 

investor in and a member of Sierra Negra Ranch LLC. I am also part of the Sierra Negra Ranch 

management group Sierra Negra Management, LLC. 

Q: 

EXPERIENCE. 

A: I have a Bachelor of Science Degree with a major in accounting, a Juris Doctor degree, 

and a Master's Degree in Business Administration. I have also attended numerous other 

educational courses and programs including, for example, the Stanford University Directors 

College and various Federal Energy Regulatory Commission (FERC) training courses. I have 

been an attorney for approximately 44 years and during that time have, in the past, represented 

the US government and the Colorado River Commission before the Nevada Public Utility 

Commission. I previously worked in the audit department of Arthur Andersen & Co. and in the 

tax department of the firm now known as Ernst & Young. I now serve and have served as a 

member of the Board of Directors for NV Energy (formerly Nevada Power Company and Sierra 

Pacific Power) for approximately the last 18 years. At NV Energy I have served on numerous 

committees and I currently serve as the Chairman of the Finance Committee, Chairman of the 

Special Litigation Committee and am a member of the Audit Committee. During the time I have 

been on and chaired the Finance Committee, we have completed in excess of $5 billion of debt 

and equity financings. I have also served on numerous other Boards of Directors, Boards of 

Trustees, Committees, and Commissions. For example, I am also now on the Wells Fargo 

Community Board for Nevada and serve as the Chairman of the Board of Trustees of the UNLV 

Foundation and, in the past, having served as a Trustee at Loyola Marymount University (LMU) 

in Los Angeles. I also currently serve as a member of Regulatory Compliance Committees in 

Australia and Macau. In the past, I also served for several years as the Chairman of the Nevada 

PLEASE STATE YOUR NAME AND YOUR RELATIONSHIP WITH SIERRA 

PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND AND 
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Gaming Commission. I am also Chairman and Chief Executive Officer of various family-owned 

businesses including Renco, Inc. which has been licensed as Renco Construction since October 

1980 and as Renco Realty since1985. For a more detailed review of my professional background 

and experience, I have attached my Curriculum Vitae as Exhibit 1. 

Q: WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A: The purpose of my testimony is to address the concerns of intervenor Sierra Negra Ranch 

(“SNR”) related to the Settlement Agreement entered into between various parties to this Docket. 

Specifically, SNR wants: (1) the Arizona Corporation Commission (“ACC” or “Commission”) to 

assert jurisdiction over Global Water Resources (,‘GWR’’)l and the Infrastructure, Coordination, 

Finance and Option Agreements (“ICFAs”) entered into by GWR, to protect the ratepayers and 

others for which that infrastructure will serve; (2) insure the existence of the ICFA in conjunction 

with the newly developed hook-up fee (“HUF”) in this case will not put developers who entered 

into ICFAs at a competitive disadvantage with developers that have not; (3) require GWR to 

modify the ICFAs to incorporate the provisions of HUF in order to resolve inconsistencies 

between the two; and (4) review and regulate the financial condition of GWR so that it will be 

capable of fulfilling and actually fulfill all of its obligations under all ICFAs. 

First, I would like to express my gratitude to ACC staff (“Staff”) for their effort to try to 

resolve the longstanding problems associated with certain consulting contracts entered into with 

GWR for the development of future utility infrastructure contracted for and paid by developers. 

To date, developers have paid millions of dollars to GWR under various ICFAs in which GWR 

has guaranteed that its wholly owned affiliates Water Utility of Greater Tonopah (“WUGT”) and 

H a s s a y a m p a  U t i l i t y  C o m p a n y  (“HUC”), among others, would construct utility 

infrastructure under the ICFAs. Throughout this proceeding, SNR and Intervenor New World 

Properties Inc. (“NWP”) have raised concerns that based upon the financial condition of GWR2, 

GWR and Global Parent will be used interchangeably in this testimony. 
In fact, Staff witness James Armstrong identified evidence that GWR’s management was aware of the 

fact that GWR faces significant financial, business, environmental and other risks going forward as 
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amounts previously paid to GWR as well as amounts subsequently due or paid to GWR under 

these ICFAs, will not be utilized to construct regional utility infkastructure for future SNR 

developments and other planned projects. Specifically, the ICFA was intended to facilitate and 

arrange the provision of a regional solution for water, wastewater and reclaimed water services 

(“Utility Services”) to SNR (as well as NWP and others) through WUGT and HUC. Staffs 

proposal (adopted by the signatory parties under the Settlement Agreement) establishing HUF in 

this case and linking such HUF to prospective payments due and payable under the ICFA goes a 

long way to alleviate some of the concerns of SNR. However, the Commission needs to go 

further to insure that the millions of dollars investments made by developers under these ICFAs 

are committed to construct the contracted-for regional infrastructure committed by GWR to serve 

Arizona ratepayers and to ensure that GWR and the regulated utilities serving these ratepayers 

have the funds available to construct the infrastructure, contracted for and guaranteed by GWR. 

Q: 

GWR AND THESE ICFAS? 

A: 

WHAT DOES SNR WANT THE COMMISSION TO DO WITH RESPECT TO 

SNR requests that the Commission: 

1. Take jurisdiction over GWR and the ICFAs to ensure that all investments made by 

developers under these ICFAs are committed to construct the contracted for regional 

infrastructures in order to not only protect those developers but also the ratepayers for 

whom that infrastructure is to be built. 

2. To determine that the ICFAs and HUF as written will not continue to put SNR and other 

developers that have signed ICFAs at a competitive disadvantage with developers that 

have not signed ICFAs, thereby jeopardizing development in those areas where 

developers that have signed ICFAs intend to build. 

3. Order GWR to modify the ICFAs to incorporate the provisions ultimately approved by the 

identified and discussed in detail in Global Parent’s financial statement footnotes. They were also 
identified and discussed in detail in the company’s December 16, 2010, common stock placement 
prospectus. (See, Armstrong Direct, p. 14). 
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Commission in the Settlement Agreement related to the establishment of HUF in order to 

resolve inconsistencies between the ICFA and the HUF related to payment of such funds 

that may lead to litigation in the future. 

4. Review in detail and regulate the financial condition of GWR so that it will be capable of 

fulfilling all of its obligations to the present and future ratepayers under all ICFAs. 

PLEASE DESCRIBE AN INFRASTRUCTURE, COORDINANTION, FINANCE Q: 

AND OPTION AGREEMENT OR ICFA? 

A: What I have come to learn is that an ICFA is a document that is used by GWR to attempt 

to avoid regulation of entities that GWR are controlling and operating as public utilities. It is also 

an unorthodox or unconventional long-term financing agreement entered into between developers 

and GWR, a thus far unregulated entity, in which GWR contracts for and takes responsibility to 

coordinate the provision of Utility Services, by GWR’s regulated, owned and controlled affiliates, to 

land owned by developers. The ICFA provides: 

Coordinator intends to coordinate and facilitate water utility service to the Land 
through WUGT and any and all of Landowner’s obligations under this Agreement 
relating to water utility service are contingent on final closing of the acquisition 
of WMCand WUGT. 

(See, ICFA, pp.1-2, attached as Exhibit 23). The ICFA provides that GWR warrants and represents 

that no regulatory approval is needed and hrther guarantees that GWR has the financial capacity and 

experience to oversee and financially guarantee to SNR and others, that WUGT and HUC has and 

will have sufficient financial resources to provide the Utility Services contracted for under the ICFA. 

The ICFA hrther states: 

Coordinator represents and warrants: (1) that the acquisition of WMC and 
WUGT does not require approval of the Arizona Corporation Commission 
(“ACC’Y; (2) that Coordinator has full power to carry out the transactions 
provided for in this Agreement; (3) that Coordinator is not a party to any 
bankruptcy or similar proceeding, nor to the best of Coordinator’s knowledge, are 

See, Infrastructure, Coordination, Finance and Option Agreement entered into between Global Water 
Resources, LLC, and Sierra Negra Ranch, LLC, dated July 10,2006 attached as Exhibit 2. 
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there any other matters pending which would adversely affect Coordinator’s 
ability to perform the services set forth in this Agreement; (4) and that 
Coordinator has the financial capacity and experience to oversee and financially 
guarantee and hereby does guarantee to Landowner that Coordinator’s 
subsidiaries will have sufficient financial resources to provide the Utility Services 
described in this Agreement. 

(See, ICFA, p.2, Exhibit 2). 

Q: WHY DID SNR ENTER INTO ICFAS WITH GWR? 

A: At the time, SNR was told that the only realistic option for them to obtain utility services 

was to enter into an ICFA so that GWR would be able to move forward with the acquisitions 

necessary to provide such services on a regional basis as required by Maricopa County. SNR 

owns approximately 2700 acres of entitled land in Maricopa County currently known as Silver 

Water Ranch and Silver Springs Ranch developments. (“SNR Developments”). SNR is an 

owner of zoned residential property and the SNR Developments are located in the water CC&N 

of WUGT. At the time the ICFA was entered into, Maricopa County mandated Regional 

Infrastructure to support zoning. GWR’s only allowable resolution was for SNR to upfront 

significant monies through an ICFA so that GWR could acquire the troubled utilities and in turn 

provide us with a “regional” integrated sewer, water and reclaimed water service. GWR used 

developers’ money to then acquire West Maricopa Combine, Inc. (“WMC”), an Arizona 

corporation, the holding company for five regulated water utilities including WUGT. As a result, 

SNR believed that the only option for them to obtain utility services to the SNR Developments 

was to enter into an ICFA so that GWR would coordinate and provide such services. 

Q: SO SNR DID NOT VOLUNTARILY ENTER INTO THE ICFA WITH GWR? 

A: We felt we had no choice. In addition, in order to proceed with entitlements, Maricopa 

County demanded a regional solution and mandated that SNR have a water provider and an 

approved 208 Permit. The only option presented to SNR was either to become a utility 

themselves or sign an ICFA with GWR. At the time, GWR told SNR that the ICFA was part of a 

regional water and wastewater infrastructure development plan supported by the Commission. In 
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addition, in 2006, th same year SNR signed the ICFA but prior thereto, Arizona Water Company 

filed a complaint with the Commission against GWR (and their various affiliate subsidiary 

utilities) challenging the validity of ICFAs. 

incorporated the following: 

Based upon the Complaint docket, the ICFA 

Further, the Parties understand and agree that a complaint has beenjled against 
Coordinator with the ACC under Docket Nos. W-01445A-06-0200, SW-20445A- 
06-0200, W-20446A-06-0200, W-03567A-06-2000 and SW-03575A-06-0200 
alleging that certain Infrastructure, Coordination and Finance Agreements 
executed by Coordinator are invalid by Arizona law. In the event that the ACC 
determines that Coordinator’s Infrastructure, Coordination and Finance 
Agreements are invalid or against the law, the Parties hereby agree to amend this 
Agreement to conform to any such decision issued by the ACC and in doing so 
shall make best efforts to maintain the substance (including all benefits and 
obligations) of this Agreement in any amended or restated agreement. 

(See, ICFA, p. 15-1 6, Exhibit 2). 

The case settled without resolution of whether ICFAs were legal under Arizona law. Given the 

settlement, which was approved by the Commission, as well as a significant number of ICFAs 

that were already in place prior to SNR’s ICFA, seemed to indicate that the Commission was in 

favor of such a contract or at a minimum, was not opposed. 

Q: WHAT WAS SNR’S UNDERSTANDING OF HOW FUNDS PAID UNDER THE 

ICFA WOULD BE UTILIZED? 

A: The funds were to be utilized to provide for and assure SNR and others in the region that 

there would be a regional utility solution as agreed to and as required by Maricopa County. 

Under the ICFA, SNR contracted with GWR to provide 8,622 “equivalent dwelling unit,” 

(EDU’s) at a cost of $5,500 per EDU plus a CPI factor, or approximately $47.5 million dollars 

(exclusive of CPI factor). These sums were to be paid upon GWR or SNR reaching certain 

milestones including filing of CC&N by regulated entity, Commission approval of CC&N, 

approval of MAG 208 plan amendment, start work notice, and final plat approval. To date, SNR 
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has paid GWR approximately $6 million  dollar^.^ SNR was told that a portion of the monies due 

under the ICFA ($500 per EDU or $4,3 1 1,000) would be used by GWR to acquire troubled water 

and other sewer utilities, which would not have occurred but for SNR and other developers 

entering into ICFAs and providing money for the GWR acquisition(s). The ICFA provides: 

It is further recognized, acknowledged and agreed that $500 per EDU of the 
Landowner Payment described in subsection 4.1 will be allocated toward the 
acquisition purchase price of WMC and all its subsidiaries. 

(See, ICFA, p.6, Exhibit 2). 

Thereafter, the bulk of the funds (90%) collected under the ICFA were to be utilized to 

ensure that WUGT or HUC provide all engineering, design, construction, licensing, permitting, 

payment and financing for all Utility Services as specifically contracted for under the ICFA. The 

ICFA provides: 

Under this Agreement, Coordinator, WUGT and HUC shall be responsible for 
any and all engineering, design, construction, licensing, permitting, payment and 
financing for and of any and all water, wastewater, and reclaimed water plant, 
production, treatment, storage, pumping, and delivery facilities constructed on or 
off the Land or on Coordinator's, WUGT's or HUC's properties to the Delivery 
Points as defined below (the "Off-Site Facilities '7, necessary to provide water, 
reclaimed water, and wastewater service to the Land, and shall hold Landowner 
harmless from any liens or additional charges on the Land resulting from 
Coordinator's, WUGT's, and HUC's provision of services to the Delivery Points 
as set forth in this Agreement. 

(See, ICFA, p.3, Exhibit 2). 

Q: ARE THERE OTHER REQUIREMENTS FOR SNR UNDER THE ICFA? 

A: Yes. The ICFAs require a tie-in arrangement compelling SNR to enter into main 

extension agreements with WUGT, to grant WUGT various easements, and to eventually grant 

WUGT any and all water rights and wells on the affected properties. In addition, the ICFAs 

further require that they shall be recorded with the County Recorder (generally Pinal County, but 

S N R  was forced into bankruptcy as GWR wash forcing a land sale for immediate payment. GWR has 
been unwilling to allow for a payment plan to satisfy an arbitration judgment. S N R  intends to pay the full 
judgment and has filed a plan for the Bankruptcy approval. 

4 
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also Maricopa County). Each of these requirements is of great concern to SNR if GWR is not 

fully regulated by this Commission. Developers and ratepayers are not likely to develop or 

purchase if there is not a financially solvent fully regulated utility company or companies. This is 

particularly true if the utility is providing a regional solution for multiple utility needs and 

facilities as is guaranteed to be done by GWR. Developers and ratepayers must have the 

assurance that the ICFA is a viable financing tool and that the all of the utilities and those 

controlling the utilities will be fully regulated. If GWR and the ICFAs remain unregulated, there 

are no such guarantees or assurances thereby jeopardizing developments in all service territories 

controlled by GWR. 

Q: WHAT ARE THE CONCERNS OF SNR RELATED TO THE ICFAS? 

A: SNR’s greatest concern is that neither GWR nor the ICFAs are regulated by the 

Commission. As a result, SNR has no protection for its investment if GWR is unable to perform 

or goes bankrupt. Yet, by entering into ICFAs instead of the more traditional financing 

mechanisms with regulated entities regulated by this Commission, it appears that GWR has 

sought to avoid oversight or regulation by this Commission, even though it appears to be acting in 

most respects as a public service corporation. GWR is, among other things, entering into ICFA 

agreements under which it collects funds from developers for fulfilling the obligations of a 

regulated utility by allegedly being the “coordinator” of these Utility Services by its subsidiaries. 

GWR is using the ICFAs to circumvent and evade the Commission’s oversight and jurisdiction 

by collecting fees in exchange for “facilitating” utility services by GWR owned and controlled 

regulated subsidiaries in direct violation of Commission orders and in violation of Article 15, 

Section 3 of the Arizona Constitution and A.R.S. section 40-202. In addition, the recording 

requirement for the ICFAs imposes an unreasonable burden on the land by binding future 

landowners and in my opinion, further fi-ustrates and interferes with the Commission’s authority 

to oversee and regulate the provision of utility service to future customers. In addition, it is 

questionable whether the Commission would have any authority to effectively remove the 
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obligation recorded against the affected properties (without Judicial intervention), effectively 

binding the landowner to an unregulated utility with an unregulated financing agreement. As a 

result, SNR and its future ratepayers needs Commission oversight now. Furthermore, as 

identified in Attachment B to the Settlement Agreement entitled List ofICFA or ICF' Type 

Agreements, GWR currently has entered into approximately 180 ICFAs throughout Arizona. 

(See, Attachment B to the Settlement Agreement). It appears that the problems and issues 

identified by SNR in my testimony will not only be limited to SNR's service territory, but may 

affect all of GWR's affiliate service territories and the ratepayers that reside there. This is a 

further and even more serious reason for Commission intervention and oversight now. 

Q: 

FINANCING UTILITY PLANT IN THIS CASE? 

A: 

shortfalls and concerns related to ICFAs. They include: 

HAS STAFF RAISED CONCERNS ABOUT THE ICFAS AS A FORM OF 

Yes. In his Direct Testimony, Staff witness James Armstrong identified numerous 

The structure of the ICFA contracts arguably blurs the line between the Global Parent 
holding company and the Global Parent Utilities. (See, Armstrong Direct, pp. 3-4). 

There is, at best, a blurred line between the Global Parent and the regulated Global Parent 
Utilities under the provisions/obligations associated with these ICFA agreements. Global 
Parent caused this blurring by including deliverables traditionally provided by regulated 
utilities in the list of obligations Global Parent/ICFA agreement Coordinator. (See, 
Armstrong Direct, p. 17). 

The amount of the landowner payments vary from agreement to agreement but generally 
run from $1,950 to $5,500 per equivalent dwelling unit. Global Parent has entered into 
approximately 180 separate ICFA (or ICFA-like) agreements, and through the end of 
201 1 the company received approximately $67 million in ICFA fees from developers and 
landowners. (See, Armstrong Direct, p.3). 

Estimates suggest that Global Parent could be entitled to receive (over several decades) as 
much as $1.476 billion in ICFA fees under the provisions of these existing agreements. 

The ICFA arrangements only have value because of the underlying ACC- authorized 
Certificates of Convenience and Necessity (TCN") and the agreements contain express 
provisions for termination if the Commission does not grant the underlying regulated 
Global utilities a CCN for the area covered by the ICFA. (Id). 

(Id). 
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0 ICFAs are structured to take responsibility for water planning away from 
developershomebuilders. (14. 

0 Many of these Global Parent responsibilities (Under ICFAs) are typically assumed 
directly by the regulated utilities responsible for providing water and/or wastewater to the 
area. (See, Armstrong Direct, p.8). 

Staff believes it is clear that the ICFA agreement obligations of Global Parent have 
significant implications for the ACC-regulated entities. (See, Armstrong Direct, p. 17). 

In fact, Staffs recommendation in this case was that the Commission direct GWR to cease 

entering into new ICFA agreements because in Staffs opinion, there were too many issues, risks, 

and unanswered questions related to the continuing reliance on new ICFA agreements as the 

means used to financially support regional water and wastewater infrastructure development. 

0 

According to Staff, estimates suggest that GWR could be entitled to receive (over several 

decades) as much as $1.476 billion in ICFA fees under the provisions of these existing 

agreements. (See, Armstrong Direct, p.3). For these reasons alone, the Commission should 

regulate the approximately 180 ICFAs identified in Attachment B to the Settlement Agreement to 

insure all investments made by developers under these ICFAs are committed to construct the 

contracted for infrastructures in order to protect the ratepayer as any additional costs associated 

with the ICFAs will eventually trickle down to ratepayers for the infrastructure that will serve 

them. 

Q: 

ICFAS? 

A: GWR and its ICFAs are now before this Commission and within the jurisdiction of this 

Commission. Consequently, whether the Commission would be successful in taking jurisdiction 

over GWR under Arizona law is a question that does not to be addressed. Because GWR was a 

critical part of this case, Staff recommended that it become a party to this proceeding so that the 

Commission could place requirements on them. By GWR intervening in this rate case, GWR has 

consented to Commission jurisdiction. The Commission has the authority to require GWR to 

amend ICFAs if they deem it necessary and in the public interest. GWR is now before this 

DOES THE COMMISSION HAVE JURISDICTION OVER GWR AND THE 
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Commission. In addition, based upon the Rebuttal Testimony of Trevor T. Hill in Docket No. 

SW-20445A-09-0077, et al, in which the topic of ICFAs was initially addressed by the 

Commission, Mr. Hill testified that “Global has never contended that ICFAs are non- 

jurisdictional.” (See, Rebuttal Testimony of Trevor T. Hill p. 21). 

Q: 

THE DEVELOPER CAN WRITE A PORTION OF THE ICFA PAYMENT TO THE 

REQULATED UTILITY PROVIDE ANY ASSURANCE TO SNR THAT THE MONIES 

INVESTED WILL GO TO INFRASTRUCURE NEEDS? 

A: Without Commission oversight, based upon the prior conduct of GWR, SNR is not and 

cannot be confident that monies put in segregated accounts will ultimately remain in those 

accounts. In Docket No. SW-20445A-09-0077, et al, Staff initially raised concerns regarding 

ICFAs, associated cash flows and the tracking of ICFA funds. In response, the Company 

established a separate segregated bank account for the ICFA funds in response to Staffs previous 

concerns at the conclusion of that case. Unfortunately, once the funds were placed in the 

segregated ICFA bank accounts, the funds were immediately transferred out of these accounts by 

GWR and combined with the Company’s general bank account. (See, Armstrong Direct, p. 19). 

As a result, the establishment of these accounts, without Commission oversight and specific 

direction, gives free reign to GWR and absolutely no assurance to SNR that the ICFA funds 

received under these agreements will be available to meet the Company’s regional infrastructure 

needs going forward. Keep in mind, SNR has already paid approximately $6 million dollars to 

GWR with additional monies to be paid at the resolution of the bankruptcy proceedings. Yet 

despite significant monies already paid to GWR, SNR is years away from construction 

developments in Silver Water Ranch and Silver Springs Ranch and years away from obtaining 

any return on its investment. Compounding the problem is that the ICFA provides for a CPI 

adjuster that is added to the payment schedule, thereby further committing developers to the 

payment of funds to an unregulated entity without reason or purpose. That is why it is imperative 

DOES THE FACT THAT THE SETTLEMENT AGREEMENT PROVIDES THAT 

- 13 - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

that this Commission step in now and assure developers that monies provided to GWR for 

infrastructure will be pr~tec ted .~  

Q: 

OPPOSED TO? 

A: SNR is opposed to how the Settlement Agreement disregards past payments (and 

payments due or paid by December 31, 2012) when calculating payments to HUF. Specifically, 

the Settlement Agreement differentiates between how GWR will treat past funds received under 

existing ICFAs and future funds received under existing ICFAs. None of the monies already paid 

to GWR (or were due to be paid under the ICFA prior to December 31, 2012 and remain 

outstanding) will be credited to the HUF. (See, Settlement Agreement, paragraph 6.4.5). In 

addition, each payment received under the ICFA defined as “future funds” shall be allocated on 

the following basis: 70% of the payment shall go toward payment of the HUF and the remaining 

payment shall be allocated to Global Parent. (See Settlement Agreement, paragraph 6.4.4). The 

prior payments and all payments made during the pendency of this Docket and hereafter must be 

protected. If none of the past due amounts will be credited, by the time SNR fully performs 

under the ICFA, the 70% payment to the utility will not fully fund the HUF account. At a 

minimum, if the Commission decides that pass due amounts will not be credited, the Commission 

should order that all payments under the ICFA during and after this Docket should be paid to the 

regulated utility first, until the HUF is fully funded. Given GWR’s challenged financial position 

and prior expenditure of funds, SNR is concerned that monies paid to GWR will not be used to 

construct infrastructure unless those funds are fully secured and regulated by Order of this 

Commission. 

Q: 

$5,500 PER EDU UNDER THE ICFA WAS THE RESULT OF VERY “HIGH LEVEL, OR 

WHAT OTHER ASPECT OF THE SETTLEMENT AGREEMENT IS SNR 

MR. ARMSTRONG IN HIS TESTIMONY SEEMS TO BELIEVE THAT THE 

As described herein, the ICFAs entered into by S N R  and Nwp require significant upfront payments to 
GWR plus a CPI adjustor. It is understandable that these developers would have added concern as to the 
financial viability of GWR as an unregulated entity. 
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MACRO LEVEL, DISCUSSIONS/ANALYSIS” BETWEEN GWR AND THE 

DEVELOPER. IS THAT TRUE? 

A: No. In fact, SNR has never been provided an explanation or breakdown of how the EDU 

payments or the CPI adjustor was calculated. If in fact the amount of the required landowner 

payments ultimately agreed to under each separate ICFA agreement was the result of very high 

level, or macro level, discussions/analysis, SNR was not a party to those discussions and such an 

analysis was never shared with SNR. GWR acted at all times as the regulated utility with the 

monopoly by demanding payments under the ICFAs for amounts and sums GWR never truly 

accounted for, at the time those payments were due or since. 

Q: 

WILL PUT SNR AT A COMPETITIVE DISADVANTAGE IN THE MARKET? 

A: The Settlement Agreement provides for the establishment of HUF in the WUGT service 

area in the amount of $1,750 for water service and $1,750 for sewer service or $3,500 per EDU. 

Under the ICFA, SNR is required to pay $5,500 per EDU plus a CPI surcharge. Builders or 

developers constructing homes within the same service area as SNR that have not entered 

identical ICFAs with GWR will clearly have a cost advantage. This is compounded by the added 

CPI adjuster that is assessed over and above the $5,500 per EDU. Whatever the correct amount 

should be, it should be uniform for all landowners and based on a detailed regulatory analysis and 

Commission approval as opposed to a negotiated amount that is not uniformly applied. 

Q: WHAT STEPS CAN THE COMMISSION TAKE TO ADDRESS THIS 

PROBLEM? 

A: We are hopeful that this Commission will fully regulate GWR and its entities and 

determine the correct uniform amount for all to be required to pay. At a minimum, the 

Commission should increase the HUF in WUGT’s service area to more fully align with the ICFA 

payments due.6 In addition, the Commission should require GWR to remove the requirement to 

WHY DO YOU BELIEVE THAT THE ICFA AND SETTLEMENT AGREEMENT 

It is noteworthy that the only other developer that intervened in this case, NWP,  is also required to pay 
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pay a CPI ac justor on top o ,,e $ 500 per EDU due under the ICFA. do not be ieve that the 

Commission has ever approved a HUF that included a CPI adjustor mechanism. The inclusion of 

a CPI adjustor without Commission oversight and approval in essence approves in advance an 

ever increasing rate without any oversight. 

Q: WHAT OTHER CONCERNS DOES SNR HAVE? 

A: Our primary concern is to protect the ratepayer from a potentially bankrupt unregulated 

management utility company that has obligated the regulated utilities to build billions of dollars’ 

worth of infrastructure. The ICFA explicitly provides that GWR is to receive all payments 

thereunder, not the regulated entities. The Commission should require both GWR and the 

regulated utilities to guarantee that the monies paid under the ICFA are used to construct 

infrastructure contracted for even if the parent goes bankru~ t .~  Given the financial condition of 

GWR, GWR’s potential bankruptcy is a great concern to SNR and should be of great concern to 

all in Arizona who are relying on GWR now and in the future. In addition, SNR would like the 

Commission to require modifications to the ICFAs so they are consistent with the Commission’s 

HUF policy established under the Settlement Agreement in order to resolve inconsistencies 

between the ICFAs and the HUF related to payment of such funds that may otherwise lead to 

litigation in the future. 

Q: PLEASE SUMMARIZE THE RELIEF YOU ARE SEEKING FROM THE ACC? 

A: SNR wants the ACC to assert jurisdiction over GWR and the ICFAs to protect the 

ratepayers, to ensure the ICFAs and the HUF will not put developers at a competitive 

$5,500 per EDU. 
At year-end 2010, GWR Global Water Resources Corp. (“Global Water”) closed an initial public offering 

(“PO’). Global Water is a corporation that was formed to acquire a minority interest in Global Water 
Resources, Inc. (“GWRI”). On closing of the PO,  Global Water acquired an approximate 46.4% interest 
in GWRI (which would increase to 49.9% if the over-allotment option is exercised in full), with the 
remaining interest being held by the existing shareholders of GWRI, including management. GWRI, in 
turn, used the net proceeds of the P O  for repayment of indebtedness and general corporate purposes, 
including implementing GWRI’s growth strategy. The Commission will hopefully fully analyze and 
review this transaction and the use of those funds including for the purposes of bailing out the GWR 
former primary financial backer. 

7 
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disadvantage, ensure GWR modifies the ICFAs to incorporate the provisions of HUF; and review 

in detail and regulate the financial condition of GWR so that it will be capable of fulfilling its 

obligations under all ICFAs. 

Q: 

A: 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes it does. 

- 17 - 





JOHN F. O’REILLY 
Curriculum Vitae 

Mr. O’Reilly is Chairman and Chief Executive Officer of O’Reilly Law Group, LLC, a full-service law office 

providing legal services regarding all business and personal legal matters including litigation, gaming, real estate, 

business and entertainment, among others. Mr. O’Reilly and the firm have been extensively involved in many of 
the major lawsuits in Nevada over the past several decades. Mr. O’Reilly currently serves as President of the 
American Board of Trial Advocates (ABOTA) in Las Vegas. Mr. O’Reilly is also Chairman and Chief Executive 
Officer of Business Resource Group, the O’Reilly Gaming Group and the owner of Renco, Inc. which has been 
licensed as Renco Construction since October 1980 and as Renco Realty since April 26,1985. 

John F. O’Reilly is a businessman with substantial experience as the Chairman/CEO and board member of New 
York Stock Exchange companies and various non-profit entities. Mr. O’Reilly’s experience in the audit and tax 

departments of public accounting firms, his experience as a licensed contractor and real estate broker/developer, 
his experience in law enforcement and as a regulator, his experience as a lawyer, along with his educational 
background enable Mr. O’Reilly to identify, develop and manage business opportunities and entities. Through 
the years Mr. O’Reilly has focused on various medical issues and challenges. 

Mr. O’Reilly has served since 1999 as a member of the Board of Directors of NV Energy (formerly Sierra Pacific 
Resources) and has served at various times on the following committees: Audit, Community and Corporate 
Responsibility, Renewable Energy, and the Finance Committee (Chairman). He also serves as a member of the 
UCLA Health System Board, as Chairman of the Nevada Medical Center Exploratory Committee, Community 
Board of Directors of Wells Fargo Bank Nevada, N.A., as Chairman of UNLV Foundation Board and as a 

member of the Advisory Council of the UNLV International Gaming Institute, a member of the MGM Macau 
Compliance Committee and the Ainsworth Game Technology Compliance Committee (AGT/Australia). He 
has also been a member of the Knights of Malta of the Order of Malta Western Association U.S.A. since 1985 
Mr. O‘Reilly is an entrepreneur who has been active in the business community and who has provided 
substantial volunteer community leadership. He is an author and recognized public speaker who has received 
numerous honors and awards. His educational background includes a Juris Doctor Degree, a Masters Degree in 

Business Administration, and a Bachelor of Science Degree with a major in Accounting, the Stanford Director’s 
College and numerous other educational programs. 

BUSINESS 

John F. O‘Reilly formerly served on the Board of Directors of First Interstate Bank of Nevada and Nevada 
Federal Credit Union where he also served as President for several years. In addition, Mr. O‘Reilly served as 

Chairman of the Board and Chief Executive Officer of a publicly traded gaming company listed on the New 
York Stock Exchange. 



. In 1987, Mr. O'Reilly was appointed as Chairman of the Nevada Gaming Commission by then Governor 

Richard H. Bryan (now retired U.S. Senator Bryan) and served as a member of the Nevada Gaming Policy 

Committee. 

Mr. O'Reilly has been active in the Nevada business, legal, financial and gaming communities by serving as: 

X Chairman of the Board of Strategic Associates, Inc., a company which led the business planning process 

relating to the redevelopment of Downtown Las Vegas (Fremont Street) and the creation of the Fremont 

Street Experience 

x A member of the Las Vegas Strip Improvement Project Committee 

x A member of the Citizens Advisory Committee of the Regional Transportation Commission 

X President of the Las Vegas Corporate Challenge Community Foundation 

x An Alternate Municipal Judge in the City of Las Vegas 

X President of the Clark County Bar Association 

X Founder and President of the Past President's Association of the Clark County Bar Association 

X President of the Clark County Bar Association's Communique Magazine 

x A member of the American Trial Lawyers Association (ATLA) 

X A member of the American Trial Lawyers Association Partnership in Advocacy Program 

X A member of the American Board of Trial Advocates (ABOTA) 

x Chairman of the Government Affairs Section of the International Association of Gaming Attorneys 

x A member of American Intellectual Property Law Association (AIPLA) 

x A member of the International Association of Gaming Investigators 

X President and member of the Board of Directors of the Nevada Federal Credit Union 

Mr. O'Reilly was formerly employed in the audit and tax departments of the international public accounting and 

consulting firms of Arthur Andersen & Co. and Ernst & Ernst (now Ernst & Young). 

COMMUNITY LEADERSHIP 

John O'Reilly is a Past-Chairman of the Board of NTS Development Corporation, a non-profit corporation 

formed to encourage economic development activities at and related to the Nevada Test Site and its affected 

communities. In addition, he is the Chairman/Founder of Vision 2020 . . . TODAY, Inc., a corporation formed 

to initiate and participate in the planning process involved in establishing the Southern Nevada Region as the 

"Global Community of the 21st Century." 

Mr. O'Reilly is also the Past Chairman of the Las Vegas Chamber of Commerce Foundation and is a Past 

Chairman of the Board of Trustees of the Las Vegas Chamber of Commerce. During his term as Chairman of 



the Chamber, Mr. O'Reilly proclaimed and began pursuit of the commitment to develop Las Vegas and its 

surrounding communities as the "City of the Century . . . Community of the Future." 

In addition to his extensive commitment to the Chamber of Commerce, Mr. O'Reilly has been active in various 

community, national and international business and non-profit organizations, both in and out of Nevada, 

including: 

x Urban Land Institute 

X Nevada Development Authority 

x Nevada Goals 2000 

X Downtown Las Vegas Partnership 

x University of Nevada Las Vegas Foundation 

x Clark County Public Education Foundation 

x Henderson Chamber of Commerce 

x United Way of Southern Nevada 

X Boys and Girls Clubs of Las Vegas 

x Boulder Dam Area Boy Scout Council 

X Catholic Community Services 

x Knights of Malta 

x Nevada Police & Fire Emerald Society 

x Air Force Association 

John O'Reilly is a past member of the Board of Trustees of Loyola Marymount University in Los Angeles, 

California and formerly served on the Board of Regents of Loyola and as Chairman of the Board of Regents of 

Bishop Gorman High School in Las Vegas, Nevada. Appointed by Governor Bob Miller in 1996, Mr. O'Reilly 

served as the Chairman of the Governor's Health Care System Review Committee for the State of Nevada. He 

appeared in the health care video "Honorable Discharge," a program designed to educate hospital patients and 

their families on discharge procedures, and he was the Chairman/Founder of Family Cabinet, Inc., a non-profit 

organization focused on the development of family resource centers throughout the community. Mr. O'Reilly 

has been involved in numerous community-wide issues and initiatives relating to growth, infrastructure, 

transportation, communication, education, health care, child development, family resources and various other 

issues which have an impact on the quality of life in Southern Nevada. An avid sports fan, Mr. O'Reilly was 

appointed to serve as Chairman of the Community College of Southern Nevada Intercollegiate Athletics Study 

Committee, a committee that was successful in obtaining an intercollegiate athletics program at CCSN. As a 

result of that accomplishment, Mr. O'Reilly was appointed to serve as Chairman of the Community College of 

Southern Nevada Intercollegiate Athletics Advisory Committee. In addition, he launched the "Random Acts of 

Kindness Revolution" in Clark County by challenging the bar association and governmental personnel to 

perform gestures of goodwill toward both local residents and visitors to Southern Nevada. 

PUBLICATIONS 

John O'Reilly is the author of Vision 2020 . . . TODAY!, a blueprint for the future of Southern Nevada (January 

1997) and the 1991 industry-wide survey/report on the future of gaming in the State of Nevada, "Gaming in 

Nevada Status Report," and he is the co-author of the Downtown Progress Association's strategic Business Plan 

for the Fremont Street Experience (December 1992). In addition, Mr. O'Reilly has written numerous articles 



- relating to various aspects of life in Southern Nevada, including gaming, entertainment, tourism, community 

issues, quality of life and the future of the Southern Nevada Region. 

PROGRAMS AND PUBLIC SPEAKING 

John O'Reilly has been a member of the International Platform Association, an organization founded in 1831 by 
Daniel Webster & Josiah Holbrook for public speakers and entertainers. 

Mr. O'Reilly served as the Executive Producer of "Preview Las Vegas," the annual forecasting event hosted by 
the Greater Las Vegas Chamber of Commerce and voted the "Number One Business Event of the Year" by the 

Las Vegas Business Press readership. In connection with "Preview," Mr. O'Reilly made numerous appearances 

on radio and television news and talk shows, and was the Executive Producer and Co-Host of the two-hour 

special "The Future of Las Vegas . . . TODAY!," which aired on KLVX-TV in early 1997. 

In addition to "Preview," Mr. O'Reilly has participated as a speaker, moderator, instructor and/or panel member 

at various gaming, real estate and forecasting conferences in Las Vegas, throughout the United States and 

around the globe, including: 

x Global Energy Futures Exchange 

x Global Super Projects Conference 

x Asia Pacific Gaming Conference 

x International Gaming & Business Expo 

x World Gaming Congress & Expo 

X Riverboat Gaming Congress & Expo 

X Gaming & Resorts Business Development 

X Gaming Development & Investment Forum 

Entertainment Real Estate Forum 

x Gaming Development & Investment Forum 

Entertainment Real Estate Forum 

x Entertainment Retail Conference 

x Land Faire 

x Real Trends 

X Governor's Conference on Travel & Tourism 

X Governor's Conference on Economic Development 

x FBI National Academy Conference 

From 1989 through 1996, John O'Reilly coordinated the annual Gaming Hall of Fame Awards and served as its 

Master of Ceremonies, honoring such notables in the gaming industry as William Harrah, Bill Bennett, Benny 

Binion, Barron Hilton, Sam Boyd, Kirk Kerkorian, Steve Wynn and many other gaming industry leaders. 

Mr. O'Reilly has also been the keynote speaker at various conferences and luncheons for such professional 

organizations as: 



- x American Planning Association 

x Western Electric Power Institute 

x Society for Marketing Professional Services 

x Nevada Society of CPAs 

x CPA Education Association 

x Nevada Development Authority 

x National Association of Industrial Office 

Properties 

x Greater Las Vegas Association of Realtors 

x Nevada Restaurant Association 

x Nevada Independent Insurance Agents 

x Southern Nevada Human Resources Association 

x Clark County Bar Association 

x Rotary Club 

X Kiwanis Club 

X League ofwomen Voters 

In addition, Mr. O'Reilly portrayed Meriwether Lewis in "The Trial of Thomas Jefferson" for the National 
Judicial College and has spoken at several leadership conferences, including the Clark County Leadership 
Forum, the Clark County Mid-Managers Leadership Conference, Leadership Las Vegas and the Youth 
Leadership Advance. Mr. O'Reilly has also presided as the Chairman at various events and fundraisers hosted 
by local and national non-profit organizations. 

HONORS AND RECOGNITIONS 

John O'Reilly is the recipient of several honors and awards, including: 

x 
X 
X 
X 
X 
x 

Clark County Pro Bono Project's "George & Doree Dickerson Humanitarian Award" (1999) 

We Can's "Public Awareness Award" (1996) 

American Diabetes Association's "Rising Star Award" (1996) 

Las Vegas Chamber of Commerce's "Circle of Excellence Award" (1995) 

Boys & Girls Clubs' "Outstanding Alumnus Award" (1995) 

American Lung Association's "Honor Award" (1993) 

John O'Reilly has been recognized in such publications as Who's Who in the World, Who's Who in the West, 
Who's Who in American Law, Who's Who in Government and the Distinguished Men in Southern Nevada and 
the 2007 Irish America Magazine's '17e Business 100: A Salute To The Inkh in Corporate Amenka. In addition, 
he was honored as an "Ambassador of Courtesy" by the Las Vegas Chamber of Commerce and the Las Vegas 
Convention & Visitors Authority and was selected to represent the community as a Torchbearer for the 1996 
Olympic Torch Relay. 



I -  EDUCATION/MILITARY 

John O'Reilly is a cum laude graduate of St. Louis University where he earned a Juris Doctor degree and a 

Bachelor of Science degree with a major in accounting. He is also a cum laude graduate of the University of 
Nevada Las Vegas with a Masters Degree in Business Administration. 

Mr. O'Reilly served as a Captain, legal officer, military judge and Chief of Civil Law and contracts officer in the 

United States Air Force. 
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WHEN RECORDED RETURN TO: 
Global Water Resources, LLC 
21410 N. 19* Avenue 
Suite 201 
Phoenix, Arizona 85027 

INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT 

THIS INFRASTRUCTURE COORDINATION, FINANCE AND OPTION 

AGREEMENT (this “Ameement”) is entered into as of July Le, 2006 between Global Water 

Resources, LLC, a Delaware limited liability company ((‘GWR” and Toordinator”) and Sierra 

Negra Ranch, LLC, a Nevada limited liability company (“Landowner”). 

RECITALS 

A. Coordinator is engaged in the business of, among other things, acquiring and 

consolidating water and wastewater utilities, coordinating the provision of water, wastewater and 
reclaimed water services to landowners through Coordinator’s regulated public service 

corporation affiliates and providing services or benefits to landowners, such as: (i) developing 

master utility plans for services including natural gas, electricity, cable television, Internet, 

intranet, and telecommunications; (ii) providing coordination of construction services for water, 

reclaimed water and wastewater treatment facilities, and (iii) providing financing for the 

provision of infrastructure in advance of growth. Coordinator’s services to be provided pursuant 

to this Agreement shall, however, be provided as set forth hereinafter. 

B. Coordinator owns several regulated utilities in the State of Arizona and is in the 

process of acquiring West Maricopa Combine, Inc. (“WMC”), an Arizona corporation, the 

holding company for five regulated water utilities including Water Utility of Greater Tonopah, 

Inc. (“WUGT”), an Arizona corporation, the result of which is expected to include serving the 

Landowner’s property known as Silver Water Ranch and Silver Springs Ranch (the “Land”) as 

more particularly described in Exhibit A to this Agreement. Coordinator intends to coordinate 

and facilitate water utility service to the Land through WUGT and any and all of Landowner’s 

obligations under this Agreement relating to water utility service are contingent on final closing 

of the acquisition of WMC and WUGT. Upon such closing and approval, WMC and WUGT 



will be wholly owned subsidiaries of Global Water, Inc., a wholly owned subsidiary of GWR. 
Coordinator represents and warrants: (1) that the acquisition of WMC and WUGT does not 

require approval of the Arizona Corporation Commission (“u); (2) that Coordinator has full 

power to carry out the transactions provided for in this Agreement; (3) that Coordinator is not a 

party to any bankruptcy or similar proceeding, nor to the best of Coordinator’s knowledge, are 

there any other matters pending which would adversely affect Coordinator’s ability to perform 

the services set forth in this Agreement; (4) and that Coordinator has the financial capacity and 

experience to oversee and financially guarantee and hereby does guarantee to Landowner that 

Coordinator’s subsidiaries will have sufficient financial resources to provide the Utility Services 

described in th is  Agreement. 

C. Coordinator has formed a wastewater utility referred to as Hassayampa Utility 

Company, Inc. (“HUC”) in order to serve the Land and other properties in the area, and has filed 

an application with the ACC for issuance of a Certificate of Convenience and Necessity 

(“CC&N) to provide public wastewater utility service in the State of Arizona. HUC’s pending 

application for issuance of a CC&N pertains to another development and currently is before the 

ACC under Docket No SW-20422A-05-0659. HUC is a wholly owned subsidiary of Global 

Water, Inc., a wholly owned subsidiary of GWR. Coordinator provides equity and will provide 

equity for its subsidiaries’ capital construction and improvements. 

D. It is Coordinator’s intention in this Agreement to coordinate the provision of 

integrated water, wastewater, and reclaimed water plant and services, and those related services, 

to the Land. Within thirty (30) days of the closing of the acquisition of WMC and WUGT by 

Coordinator, Coordinator shall coordinate and arrange for the filing of CC&N extension 

applications by WUGT and HUC as necessary with the ACC to provide water, reclaimed water, 
and wastewater service (collectively, “Utility Services”) to the Land as well as other land. 
Coordinator shall consult and coordinate with the Landowners regarding such filing. To the best 

of Coordinator’s actual knowledge, there are no laws, restrictions or other agreements which may 

prevent Coordinator from obtaining all the governmental authorizations described in this 

Agreement, including the CC&N extension and approvals from the ACC. Coordinator does not 

have an agreement with any third party (other than a financing agreement with its lenders) under 

which Coordinator or its successors in interest is or could become obligated to (i) sell HUC or 
WUGT or any portion thereof to a third party, or (ii) grant, transfer, or dedicate any part of 
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HUC’s or WUGT’s assets to a third party. Under this Agreement, Coordinator shall facilitate 

and arrange the provision of water, wastewater and reclaimed water services to the Land through 

WUGT and HUC, and Coordinator shall financially guarantee to Landowner that WUGT and 

HUC will have sufficient financial resources to provide water, wastewater and reclaimed water 

service to the Land. Landowner’s obligations under this Agreement relating to wastewater 

service are contingent on HUC obtaining a valid CC&N &om the ACC and extending its CC&N 

to include the Land, and Coordinator’s continuing financial guarantees as set forth in this 

Agreement. Landowner’s obligations under this Agreement relating to water service are 

contingent on WUGT obtaining a final order from the ACC extending WUGT‘s CC&N to 

include the Land, and Coordinator’s financial guarantees as set forth in this Agreement. Under 

this Agreement, Coordinator, WUGT and HUC shall be responsible for any and all engineering, 

design, construction, licensing, permitting, payment and financing for and of any and all water, 

wastewater, and reclaimed water plant, production, treatment, storage, pumping, and delivery 

facilities constructed on or off the Land or on Coordinator’s, WUGT’s or HUC’s properties to 

the Delivery Points as defined below (the “Off-Site Facilities”), necessary to provide water, 

reclaimed water, and wastewater service to the Land, and shall hold Landowner harmless from 

any liens or additional charges on the Land resulting from Coordinator’s, WUGT’s, and HUC’s 

provision of services to the Delivery Points as set forth in this Agreement. Under this 

Agreement, “Off-Site Facilities” means those water, reclaimed water, and wastewater facilities to 

be constructed by Coordinator or its subsidiaries under this Agreement, including all water, 

reclaimed water, and wastewater plant, production, treatment, transmission, storage, pumping, 

and delivery facilities constructed either off the Land, on the Land (but expressly excluding any 

delivery systems to the actual end-users on the Land), or on Coordinator’s, WUGT’s or HUC’s 
properties to the Delivery Points as further defined and set forth on attached Exhibit H. 

Landowner shall not have any additional financial responsibilities for Off-Site Facilities, 
including additional charges or hook-up fees intended to reimburse Coordinator, HUC and/or 

WUGT for Off-Site Facilities costs, except as set forth in this Agreement. 

E. Landowner is the fee simple owner of that certain real property located in 

Maricopa County, Arizona, the legal description of which is included on the attached Exhibit A 

(the “w). 
F. To protect Landowner’s long-term investment in the Land and to ensure that the 
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Land has access to essential utility services, the Landowner desires to engage Coordinator to 
provide various services including arranging and coordinating for the Landowner the provision 

of water, reclaimed water, and wastewater utility services, and related services, by WUGT and 

HUC with respect to the Land pursuant to the terms and conditions hereinafter set forth. 

Landowner will work with WUGT and HUC to include the Land in WUGT’s and HUC’s CC&N 

service areas as necessary. Landowner may entitle and sell the land in whole, in part, or in 

multiple phases to entities for future development. Through Coordinator, Landowner has 

requested water, reclaimed water and wastewater services from WUGT and HUC, and GWR 

through WUGT and HUC has, subject to the terms of this Agreement and as otherwise legally 

permitted, agreed to provide such services to Landowner, including the financing and 

construction of any and all Off-Site Facilities necessary to provide water, reclaimed water and 

wastewater services to the Land. Coordinator shall facilitate and arrange for WUGT and HUC to 

provide “will serve” letters contemporaneously with the execution of this Agreement in a form 

consistent with Exhibit I and shall provide notices of intent to serve as required by governmental 

agencies from WUGT and HUC for Landowner. In the event WUGT and HUC do not provide 

such will serve letters and notice of intent to serve to Landowner, any amounts paid by 

Landowner under this Agreement shall remain in an interest bearing escrow account as set forth 

hereinafter until WUGT and HUC provide such will serve letters and notices of intent. If 
WUGT and HUC fail to provide such letters and notices within 90 days of the date of this 

Agreement, Landowner shall have the right to a refund of any and all monies in such escrow 

account, including accrued interest. The Parties acknowledge that all Utility Services will be 

provided by WUGT and HUC, and that Coordinator itself does not provide Utility Services. 

G. The Parties acknowledge that the approval or extension of WUGTs and HUC’s 

CC&Ns may not be finalized until such time as the appropriate Arizona Department of Water 

Resources (“ADWR”), Arizona Department of Environmental Quality (“ADEO”), Maricopa 

County Environmental Services Department (“MCESD’), and Maricopa Association of 

Governments (“MAG) permits and approvals are in place. 

H. The parties recognize and acknowledge that this Agreement is a financing, 

coordination, and option agreement only as more filly set forth herein. The fees contemplated in 

this Agreement represent an approximation of the carrying costs associated with interest and 

capitalized interest associated with the financing of infrastructure for the benefit of the 
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Landowner or its successors until such time as the rates associated from the provision of services 

within the areas to be served as contemplated by this agreement generate sufficient revenue to 

carry the ongoing carrying costs for this inhistructure. Coordinator shall bear the risk that the 

approximation of the carrying costs does not match actual carrying costs, and Landowner shall 

not be required to pay any additional amount to Coordinator or to others for carrying costs. 

Nothing in this Agreement should be construed as a payment of principal, a contribution or 

advance to the utilities and will bear no repayment of any kind or nature in the future, unless 

otherwise agreed by the Parties, or except as otherwise required in this Agreement. 

1. The Parties recognize, acknowledge and agree that the wastewater provisions of 
this Agreement are contingent upon one twenty (20) acre wastewater treatment site, with an 
option for up to 10 additional contiguous acres as described in subsection 3.5, for a Water 

Reclamation Facility (“WRF”), as outlined in the MAG 208 document filed by HUC on May 8, 

2006, being deeded to HUC within 60 days of signing this Agreement or as soon thereafter as is 
reasonably possible under applicable Arizona laws. Any change to the site location identified in 

the MAG 208 proceedings will require Landowner’s written consent, not to be unreasonably 

withheld, and, if required, Coordinator shall seek to obtain an amendment to the MAG 208 Plan. 

The Parties also recognize, acknowledge and agree that the water supply obligations of this 

Agreement are contingent upon a three (3) acre water treatment plant (“WTP”) site being deeded 

to Coordinator or to WUGT within twelve months of the execution of this Agreement or as soon 
thereafter as is reasonably possible under applicable Arizona laws. The WTP site can be located 

within the open space requirements of Maricopa County. In the event HUC andor Coordinator 

fail to satisfy and/or meet, or more likely than not will not be able to meet, any and all CC&N 
conditions or other regulatory requirements, or other conditions and performance requirements 

set forth in this Agreement for reclaimed water andor wastewater services as provided for 

herein, the land for the WRF shall revert immediately to Landowner and HUC and/or 
Coordinator shall deed such land in fee with no encumbrances to Landowner within 60 days of 

such failure. In the event WUGT and/or Coordinator fail to satisfy and/or meet, or more likely 

than not will not be able to meet, any and all CC&N conditions or other regulatory requirements, 

or other conditions and performance requirements set forth in this Agreement for water services 

as provided for herein, the land for the WTP shall revert immediately to Landowner and WUGT 

andor Coordinator shall deed such land in fee with no encumbrances to Landowner within 60 
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days of such failure. In these events, Coordinator shall execute any and all necessary additional 

documents to effectuate such reversion to Landowner within ten (10) days of Landowner’s 

written request. The locations of the WRF and WTP must be reasonably approved in writing by 

the Landowner, and any changes to the approved locations shall require the Landowner’s 

additional written approval and will occur upon Landowner’s reasonable request. The proposed 

WRF locations as submitted on the MAG 208 filing are identified on Exhibit H. 

J. The Parties recognize, acknowledge and agree that this Agreement is contingent 

upon the acquisition of WMC and WUGT by Coordinator or its affiliates. It is further 

recognized, acknowledged and agreed that $500 per EDU of the Landowner Payment described 

in subsection 4.1 will be allocated toward the acquisition purchase price of WMC and all its 

subsidiaries. 

AGREEMENT 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency 

of which are hereby acknowledged, the Parties hereto agree as follows: 

1. Obligations of Coordinator, Upon execution of this Agreement, Coordinator shall 

use its best efforts to complete the acquisition of WMC and WUGT, and upon such acquisition, 

Coordinator shall facilitate, arrange and/or coordinate with WUGT and HUC to provide Utility 

Services to Landowner, including without limitation, obtaining any and all necessary permits and 

approvals from the ACC, ADWR, ADEQ, MCESD, and MAG for WUGT and HUC lawfully to 

provide timely Utility Services to the Land, which will contain approximately 8,622 EDUs. In 

return for the payments by Landowner herein, and subject to the terms herein, Coordinator, 

through WUGT and HUC, shall construct any and all water, reclaimed water, and wastewater 

treatment plant, delivery facilities and lines required by the development plan to the Delivery 

Points and to a reclaimed water storage facility within the Land, at locations to be requested by 

Coordinator or Landowner consistent with the development master plan and plats, and approved 

by Landowner (the “Deliverv Points”), Delivery Points have been estimated based on the 

current site plan and noted on Exhibit H. Coordinator shall achieve substantial completion of the 

WTP and WRF within 18 months of the issuance of the Start Work Notice ( “ S W )  described in 

subsection 4.1 below including any and all Off-Site Facilities. Coordinator shall and hereby does 

financially guarantee to Landowner that WUGT and HUC shall have suEcient financial 
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resources to construct the appropriate water, reclaimed water, and wastewater facilities to 

provide water, reclaimed water and wastewater services to the Land for approximately 8,622 

EDUs. It is estimated that it may take up to eighteen (18) months to obtain all necessary 

permits and/or approvals contemplated by this Agreement. Following satisfaction of the 

conditions and regulatory approvals set forth above, Landowner may in its absolute discretion 

issue a SWN to Coordinator to commence construction. Upon issuance of such notice, 

Coordinator shall commence bidding of construction services. Coordinator shall facilitate the 

construction and achieve substantial completion within 18 months from the date of such notice as 

referenced below. 

2. Coordination with WUGT and HUC. Coordinator shall cooperate with 

Landowner as reasonably requested by Landowner and shall mange and obtain the list of 

services on Exhibit D hereto for Landowner to be provided from WUGT and HUC, subject to 

obtaining the applicable regulatory approvals. Landowner or any successor to Landowner 

desiring the delivery of Utility Services to any portion of the Land from the Delivery Points must 

enter into separate Water Facilities Extension and Wastewater Facilities Extension Agreements 

(the “Extension Agreements”) with WUGT and HUC respectively, at or prior to the time any 
portion of the Land has received final plat approval from Maricopa County (“Plat Approval”) 

unless otherwise agreed by the Parties. The Extension Agreements shall not contain any charges 

or fees for the cost of Off-Site Facilities or related services provided to the Delivery Points, 

including any administrative or oversight charges. To the extent either WUGT or HUC requests 

that Landowner contribute or finance additional monies for Off-Site Facilities to provide water, 

reclaimed water or wastewater service to the Land, Coordinator hereby acknowledges and agrees 

that Landowner shall not be responsible for payment of such additional costs for Off-Site 

Facilities to WUGT or HUC. Rather, Coordinator shall be responsible for payment of any and 

all such additional costs for Off-Site Facilities as requested by WUGT or HUC or as otherwise 

required. At Landowner’s option, Landowner may pay WUGT or HUC for such additional costs 

for Off-Site Facilities, and Landowner then may offset and deduct any such payments to WUGT 
or HUC against any remaining amounts due to Coordinator under this Agreement. Unless 

otherwise agreed and negotiated by the Parties, which the Parties agree to do in good faith, the 

Extension Agreement shall be in the form attached hereto as Exhibits E and E, subject to the 

approval of the ACC. 
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3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as 

reasonably requested by Coordinator and agrees to provide all information and documentation 

reasonably available to Landowner about the Land reasonably necessary for Coordinator to 

comply with its obligations under this Agreement. The site plan anticipated at the time of this 

Agreement for the Land is attached hereto as Exhibit B. Landowner may make changes to the 

site plan at Landowner's discretion (so long as such changes do not materially affect the 

obligations of the Parties herein), or the site plan will change consistent with Maricopa County 

decisions and requirements, and such changes shall be incorporated into this Agreement when 

received by Coordinator. 

3.1 In addition, Landowner agrees to grant to WUGT and HUC, all reasonably 

necessary easements and rights of way on the Land requested by Coordinator and agreed 

by Landowner for the construction and installation and subsequent operation, 

maintenance and repair of the Utility Services. As determined and reasonably agreed by 

the Parties, such easements and rights of way shall be of adequate size, location and 

configuration so as to allow WUGT and HUC, when the Land is developed by 

Landowner or its successors, ready and all weather access to all facilities for maintenance 

and repairs and other activities reasonably necessary to provide safe and reliable water, 

reclaimed water, and wastewater Utility Services in a timely manner, Landowner is not 

required to provide any easements or access to any locations outside of the Land. 

3.2 Assured Water Supply Once WUGT has constructed the WTP and has a 

pressurized water system inclusive of hydrants on the portion of the Land where 

Landowner needs and has requested water, and except as otherwise provided in this 

Agreement, the Parties agree that Landowner will pay the ACC Tariff rates for water 

provided by WUGT, including construction water. Coordinator shall coordinate and 

negotiate with WUGT for a credit or reimbursement to Landowner in an amount equal to 

Landowner's reasonable expenditures and reasonable costs to provide any non- 

groundwater water resources or Type 2 right to WUGT pursuant to subsection 3.2.1 
below. In order for the credit or reimbursement to occur, WUGT must own or control the 

non-groundwater water resource or Type 2 right provided by Landowner. The reclaimed 

water Tariff rate shall apply to any water WUGT provides to Landowner for interim uses 

on parcels that will use reclaimed water long term, such as golf course watering, lake fill 
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and refill, and common area watering. Landowner agrees to not apply for a Certificate of 

Assured Water Supply before January 1, 2007 to allow Coordinator the opportunity to 

research the option of obtaining an Assured Water Supply Designation. 

3.2.1 Coordinator is currently planning to have WUGT obtain an Assured Water 

Supply Designation (“Designation”) from ADWR to serve WUGT’s service area. This 

subsection 3.2.1 shall apply only if Coordinator or WUGT secure a Designation. As 

Landowner at its discretion ceases to utilize the appurtenant grandfathered groundwater 

withdrawal rights on the Land or any phase of the Land for which a final plat has not yet 

been approved, for farming or raising of stock, and for construction or development 

purposes, Landowner will submit an application to ADWR to extinguish the Irrigation 

Grandfathered Rights and Type 1 Rights appurtenant to these areas, and will transfer the 

extinguishment credits to WUGT in consideration of WUGT’s provision of an assured 

water supply for the Land. Landowner or its successor may at their discretion retain the 

Type 1 Rights appurtenant to a parcel of land to utilize long term in conjunction with 

development of hot spring facilities on the Land. To the extent the Irrigation 

Grandfathered Rights, Type 1 Rights, or alternative water supplies provided by 

Landowner to WUGT at the time set forth in Section 3.2 and pursuant to this subsection 

3.2.1 are insufficient to provide the quantity of water necessary to meet the needs of 

certain non-residential uses, including water features, hot spring facilities, turf-related 

facility watering, lakes, and golf course uses, Landowner agrees to provide Type 2 rights, 

Type 1 rights delivered from other portions of the Land that have not yet received final 

Plat Approval, long-term storage credits andor a recovery well permit, or an acceptable 

alternative water supply, that may be used to serve these uses in a manner that is 

consistent with ADWR’s consistency with management goal requirements and that, if 

applicable, does not result in an increase to any replenishment obligation of WUGT 

(unless Landowner satisfies such obligation) until the Land is generating enough 

reclaimed water for those purposes. Coordinator shall negotiate and coordinate with 

WUGT to withdraw and serve such Type 2 water, Type 1 water, stored water or 

alternative water to Landowner upon request as set forth in this Agreement. 

Notwithstanding the provisions in this subsection, Coordinator will indemnifjl 

Landowner for any actions taken by Coordinator or its subsidiaries that demonstrably 
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harms Landowner’s priority to physically available water below Landowner’s property as 

determined in the ADWR’s Analysis of Assured Water Supply (“Analvsis”) number 28- 

401346.0000 dated September 28,2004. Coordinator’s indemnity shall be limited to the 

obligation to timely provide an equivalent amount of physically available water of such a 

quantity and quality as is required to meet Landowner’s objectives for the Land within the 

quantity and quality deemed available in the Analysis. 

3.2.2 This subsection 3.2.2 shall apply if Coordinator or WUGT are unable to 

obtain a Designation or if Coordinator or WUGT fail to obtain or will not be able to 

obtain a Designation within six (6) months prior to the date Landowner or its successors 

reasonably expect to obtain final Plat Approval for any part of the Land. Landowner 

shall retain all Irrigation Grandfathered Rights and Type 1 Rights appurtenant to the Land 

or phase to be Certificated. Landowner or its successors will noti@ Coordinator of the 

platting timeline when the m e  is determined by Landowner in its reasonable discretion. 

Landowner shall retain the right to use Type 1 Rights within the Land or phase, and 

WUGT shall be responsible for administering or reporting such uses if required by 

ADWR or the Central Arizona Groundwater Replenishment District. If Landowner 

chooses to extinguish any Irrigation Grandfathered Rights or Type 1 Rights, Landowner 

will retain the extinguishment credits. For two years past the date the Certificate of 

Assured Water Supply issues for the applicable Land or phase, WUGT shall have the 

exclusive option to purchase any such extinguishment credits resulting from such Land or 

phase pursuant to this subsection for $100 per credit to be paid to the owner of the 

credits. 

3.3 Coordinator or WUGT’s interests in owning existing wells on the Land 

are primarily for groundwater uses until reclaimed water is available as well as possibly 

converting the well to a service area well for use in water production for the CC&N area. 

After Landowner or its delegee have ceased farming a portion of the Land, and if such 

wells, tanks, pressurization structures or other water appurtenances are no longer needed 

by Landowner for uses on or under the Land, Landowner shall transfer and convey to 

Coordinator or WUGT at no cost to WUGT (or Coordinator) any of Landowner’s wells, 

tanks, pressurization structures, and other water appurtenances of any kind or nature on 

such portion of Land that Coordinator, in its sole and reasonable discretion, deems useful 
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for WUGT, whether operational, abandoned, agricultural or otherwise. In addition, if 

WUGT identifies existing well sites on the Land that WUGT deems useful for WUGT, 

and such existing well sites are not located within areas identified in the current or any 

approved preliminary plans as areas to be used for entrances, entry monumentation or 

public roadways, Landowner shall cause such well sites to be identified on the final Plat 

Approval and dedicated to WUGT in fee, free of all liens, claims and encumbrances of 

any kind or nature whatsoever. If WUGT selects an existing well site for uses identified 

at the beginning of this sub-section, and Landowner or its successors still wish to use the 

existing well, then Landowner or its successors will establish a customer account with 

WUGT whereby Landowner can obtain the water necessary to continue fanning or 

raising of live stock, or for construction uses in areas or phases of the Land that lack a 
pressurized water system inclusive of hydrants at a special agricultural or bulk rate equal 

to Landowner’s cost of pumping and required repairs prior to the transfer of the well. In 

lieu of ACC approval for the special agricultural or bulk rate, Coordinator will subsidize 

the Landowner in this area. Coordinator or WUGT shall be responsible for the well site, 

well replacement, and all well operation and maintenance expenses. Any well sites, tanks 

and pressurization structures not transferred to Coordinator or WUGT are to be 

decommissioned at the Landowner’s expense. 

3.4 Both Parties acknowledge that until reclaimed water is available for the 

Land, groundwater from wells on the Land may be utilized. The rate charged for the use 

of such groundwater for lake fills is the ACC Tariff rate set for reclaimed water. 

Coordinator will obtain an Interim Use Permit (“IUP”) from ADWR on behalf of the 

Landowner or the Landowner’s homeowners association to allow the use of groundwater 

or alternative water source until reclaimed water is available. Specific identified costs 

associated with completing the IUP will be reimbursed by Landowner to Coordinator 

subject to written documentation of such costs. Such costs may include engineering 

plans prepared by Landowner’s engineering firm for the benefit of ADWR subject to 

Landowner’s prior written notice. The ongoing renewal costs and annual reporting 

associated with the maintenance of the IUP shall be borne by the Landowner or the 

designated homeowners association as appropriate. Upon agreement of the Parties, 
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which will not be unreasonably withheld by Coordinator, Landowner or its successor 

may submit its own IUP application at its own expense. 

3.5 Landowner agrees to deed or cause the deeding by the record owner, free 

and clear of all liens and encumbrances, and at no cost to Coordinator, one twenty (20) 

acre wastewater treatment site for a Water Reclamation Facility (“WRF”), as outlined in 

the MAG 208 document filed by HUC on May 8,2006 and as determined in consultation 

with Landowner, to Coordinator or to HUC prior to the filing of an Aquifer Protection 

Permit by HUC. If Landowner’s approved development master plan requires changes to 

the WRF location or plan, Coordinator shall seek approval for an amendment the MAG 

208 Plan consistent with the approved development master plan for the Land. If a site 

change for the WRF is required, Landowner recognizes Coordinator’s obligation under 

the preceeding sentence is contingent on the approved amendment of the MAG 208 Plan. 

As required for service to the Land, Landowner is responsible for all costs related, if any, 

to provide that the actual footprint of the WFW (as located within the W W  site) is out of 

the floodplain prior to the filing of permits at Landowner’s request as necessary for the 

construction and ultimate operation of the WRF to serve the Land. Landowner 

acknowledges the 20 acres may require specific zoning and will use its best efforts to 

achieve zoning necessary from Maricopa County for the location and operation of a 

WRF. The Parties agree that the Utility Services for the Land are contingent on the use 

of this site as a WRF. If required to meet MAG 208 regional plan requirements, after the 

initial 20 acres are conveyed, and upon Coordinator’s request, Landowner shall convey to 

Coordinator, or HUC or Coordinator’s nominee subject to the requirements of this 

Agreement, excess land in the amount of up to an additional 10 acres contiguous to the 

WRF site (the “Excess Land”) that is also free and clear of all liens and encumbrances, 
and Landowner will use its best efforts to achieve zoning necessary from Maricopa 

County for the location and operation of a WRF on such Excess Land. Coordinator or 

HUC will have an option to purchase the Excess Land from the Landowner for a period 

of five years from the date of signing this Agreement at a purchase price based upon 

Landowner’s basis in the land at the time of execution of this Agreement plus accrued 

interest from the date of this Agreement. The interest rate paid will be the Prime Interest 

Rate as established by Wells Fargo Bank or Chase Bank as determined by Landowner in 
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its reasonable discretion. Coordinator may exercise such option solely for pwposes of 

locating and operating a WTP, WRF or Wastewater Treatment Plant on the Excess Land. 

If the option is exercised for a WTP, then the unused WTP land referred to in Recital I 

and Section 3.6 of this Agreement not otherwise used for such purpose shall be returned 

to Landowner, The Parties further understand and agree that the total amount of land 

provided under this subsection, including any and all setbacks shall not exceed 30 acres. 

Coordinator or HUC shall grant Landowner an easement to use up to two of the four 

sides of the 350 foot setback within such 30 acres as Landowner requests, so long as such 

uses and easement are consistent with government requirements and HUC’s service 

obligations to its customers. Maintenance of the setback used by the Landowner is the 

responsibility of the Landowner. Coordinator agrees that the acreage provide to 

Coordinator and HUC pursuant to this subsection is sufficient to satisfy any ADEQ or 

other setback requirements applicable to HUC‘s wastewater treatment facilities. 

Coordinator also agrees that the use of the acreage by Coordinator, WUGT and/or HUC 

shall be limited to facilities and structures necessary for WUGT andor HUC to provide 

water, reclaimed water and wastewater services, including reclaimed water retention 

structures and SCADA towers not to exceed 150 feet unless otherwise consulted with the 

Parties. The Parties acknowledge and agree that Coordinatory WUGT and/or HUC may 

install only one tower per WTP, WRF and well site. Coordinator shall not allow any 

party other than Landowner without Landowner’s written permission to use, any of the 

four sides of the 350 foot setback for a purpose that Landowner determines is inconsistent 

with future development plans (for example, cell phone towers, electrical towers, or other 

unsightly uses, or uses likely to be a nuisance to neighboring homeowners). In 

consultation with Landowner, Coordinator shall make reasonable efforts to design and 

configure such SCADA tower to minimize disruption of development views or other 

impacts on the Land. In the event Coordinator or its subsidiaries do not use the 20 acre 

WFW site for location and siting of a WRF to serve the Land, or in the event that 

Coordinator or its subsidiaries do not use the 3 acre WTP site for location and siting of a 

WTP to serve the Land, or in the event that Coordinator or its subsidiaries do not use the 

Excess Land for location and siting of a WRF and/or WTP, then Coordinator shall 

reconvey such unused Land or unused portion of the Land to Landowner. 
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3.6 The Landowner further agrees, within 12 months of the execution of this 

Agreement, or as soon thereafter as is reasonably possible under applicable Arizona laws, 

and at no cost to Coordinator, to deed, free and clear of all liens and encumbrances, a 
three (3) acre water treatment site (“WTP”) to Coordinator or to WUGT in a location 

reasonably requested by Coordinator or WUGT and approved in writing by Landowner. 

3.7 In the event HUC, WUGT andor Coordinator fail to satisfy and/or meet 

any and all CC&N conditions or other regulatory requirements, the land previously 

deeded for the unsuccessful WRF andor WTP shall revert to Landowner. HUC, WUGT 

and/or Coordinator shall deed such land back to Landowner within one month of 

Landowner’s request free and clear of any and all encumbrances and/or liens on such 

land. Coordinator shall execute my and all documents necessary to effectuate such 

reversion to Landowner. 

4. Payment Obligations. Landowner, or its assigns in title and/or successors in title, 

shall pay Coordinator as an acquisition, interest and financing fee as full and final compensation 

to the Coordinator in consideration for its services and performance of its covenants and 

agreements contained in this Agreement, at the times specified in this Agreement the total sum of 

$5,500.00 per EDU in the developments (the “Landowner Pawnent”), with any portion of this 

sufn unpaid at the time of final plat approval for the portion of the Land affected, or sale of the 

Land or a portion of the Land by Landowner, whichever occurs later, adjusted upward based on a 

CPI Factor as defined in this Agreement. However, if Maricopa County requires a water and/or 

wastewater plant to be substantially complete prior to the issuance of a final Plat Approval 

requested by Landowner, and only if Landowner has issued a SWN, the unpaid portion of the 

Landowner Payment for the EDUs in the plat submitted by Landowner for approval must be paid 

no later than six months after final Plat Approval. For ten years following execution of this 

Agreement, the CPI Factor is defined as the Consumer Price Index - United States City Average 

- for All Urban Consumers - All Items published by the United States Department of Labor, 

Bureau of Labor Statistics (“Index”), with the Index for the month the wastewater CC&N 

application is approved for Landowner’s Land being treated as the base Index, plus two percent 

(2%). After ten years following execution of this Agreement, the CPI Factor is defmed as the 

Consumer Price Index - United States City Average - for All Urban Consumers - All Items 

published by the United States Department of Labor, Bureau of Labor Statistics (“Index”), with 
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the Index for the month the wastewater CC&N application is approved for Landowner's Land 

being treated as the base Index. The Parties, however, further agree to renegotiate this CPI 

Factor in good faith in the event that it results in a Landowner Payment in excess of related 

financing requirements. If the Index is discontinued or revised during the term of this 

Agreement, such other government index or computation with which it is replaced shall be 

utilized, and modified as necessary, to obtain substantially the same result as would be obtained 

if the Index had not been so discontinued or revised. For example, if the CC&N for wastewater 

is approved in December 2007, and a portion of the Landowner Payment, $500 per EDU, is due 

in April 2008, and the most current available Index is 187.3 and the Index for December 2007 
was 182.5, the Landowner Payment per EDU would be calculated as follows: $500 x 

187.3/182.5 x 1.02 = $523.41 per EDU. The CPI Factor as limited above is only applicable to 

that particular unpaid portion of the $5,500 per EDU base fee. The number of EDUs within the 

development shall be calculated as follows: (i) each single family residential EDU included in 

the final Plat Approval shall constitute one (1) EDU and (ii) each net acre of commercial or 

industrial property included in the final Plat Approval shall constitute four point eight (4.8) 

EDUs. Following the last final Plat Approval for the Land as determined by Landowner, 

Landowner and Coordinator shall reconcile the amount paid by Landowner pursuant to the 

preceding sentence with the actual portion of the Landowner Payment paid to date and 
Landowner shall pay to Coordinator or Coordinator shall pay to Landowner, as the case may be, 

the amount necessary to reconcile such Landowner Payment. All of the portion of the 

Landowner Payments for water service under this Agreement are contingent on Coordinator's 

acquisition of WMC and WUGT. In the event that Coordinator is unable to acquire W C  and 

WUGT, the Parties agree that any payments made into an escrow account will be immediately 

retuned to Landowner, including accrued interest. Further, the Parties understand and agree that 

a complaint has been filed against Coordinator with the ACC under Docket Nos. W-01445A-06- 

0200, SW-20445A-06-0200, W-20446A-06-0200, W-03567A-06-2000 and S W-03575A-06- 
0200 alleging that certain Infrastructure, Coordination and Finance Agreements executed by 

Coordinator are invalid by Arizona law. In the event that the ACC determines that Coordinator's 

Infrastructure, Coordination and Finance Agreements are invalid or against the law, the Parties 

hereby agree to amend this Agreement to conform to any such decision issued by the ACC and 

in doing so shall make best efforts to maintain the substance (including all benefits and 
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obligations) of this Agreement in any amended or restated agreement. To be effective, an 
amendment or restated agreement shall require the written consent of the Parties. In the event 

that such decision by the ACC materially alters the substance of the transaction between 

Landowner and Coordinator, and precludes Coordinator from fulfilling its obligations or 

materially increases the costs to Landowner under this Agreement, the Parties agree that this 
Agreement may be voided and Coordinator shall refund any and all payments made under this 

Agreement to Landowner that are in excess of costs incurred for services or construction to date 

as previously approved by Landowner which such costs shall not be more than 15% of the 

Landowner Payments made to date if such ACC decision occurs prior to issuance of the SWN by 

Landowner. Such costs reasonably incurred for services or construction to date will be made 

available to Landowner for review. To the extent this Agreement is voided or amended as set 

forth above, Coordinator shall upon request by Landowner record any and all release documents 

related to this Aseement and any lien related to this Agreement with the County Recorder in a 

form approved by Landowner and Coordinator shall waive any and all other claims against the 

Land or Landowner under this Agreement in writing, except as otherwise allowed in an amended 

or restated agreement. To the extent this Agreement is voided, Coordinator shall within 90 days 

deed and reconvey the WTP, WRF, and all well sites received from Landowner, along with any 

and all land previously deeded to Coordinator from Landowner, to Landowner free and clear of 

any and all encumbrances, liens and restrictions, and the Coordinator shall return or assign all 

water rights or extinguishment credits provided to Coordinator by Landowner pursuant to this 

Agreement. To the extent this Agreement is voided, Coordinator shall return to Landowner 

within 90 days all plans, documents and other materials provided to Coordinator, WUGT or 

HUC by Landowner or created to design water or wastewater facilities to serve the Land. 

4.1 The following describes the timing of payments for residential EDUs of 

$5,500 per EDU plus the CPI Factor, if applicable. Until a final Plat Approval is 

received, residential EDUs are assumed to be at 3.5 EDUs per acre. Any additional 

amount due for the CPI Factor for each phase or portion of the Land is paid as each phase 

or portion receives final Plat Approval. 
.. Within 72 hours of the execution of this Agreement, the Landowner will deposit 

in escrow $500.00 per EDU ($4,3 1 1,000 for 8,622 EDUs). All $500.00/EDU will 
be released to Coordinator contemporaneously with the close of escrow for the 
purchase of WMC or, if escrow has already closed, immediately upon deposit. If 
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within 7 days of execution of this Agreement, Coordinator and WMC have not 
executed a purchase agreement for Coordinator’s acquisition of WMC, then 
Landowner’s $500 per EDU payment will be returned to Landowner; 

- Within 72 hours of the execution of this Agreement, Landowner will deposit in 
escrow $75.00 per EDU payment ($646,650 for 8,622 EDUs) for the May 8,2006 
filing of the MAG 208 plan amendment. All $75.00/EDU will be released to 
Coordinator contemporaneously with the close of escrow for the purchase of 
WMC or, if escrow has already closed, immediately upon deposit. Landowner 
will remit to Coordinator $25.00 per EDU ($215,550 for 8,622 EDUs) payment 
within 90 days of the execution of this Agreement, or contemporaneously with the 
closing of the WMC acquisition transaction, whichever is later. If within 7 days 
of execution of this Agreement, Coordinator and WMC have not executed a 
purchase agreement for Coordinator’s acquisition of WMC, then Landowner’s 
$75 per EDU payment will be returned to Landowner 

- Upon the filing of the application for a wastewater CC&N by HUC, or upon 
filing of the application for an extension of WUGT’s CC&N by WUGT, or within 
90 days of execution of this Agreement, whichever is later, Landowner will remit 
to Coordinator an additional $100.00 per EDU ($862,200 for 8,622 EDUs). The 
CC&N applications will be prepared during the diligence period of the WMC 
acquisition and filed with the ACC within thirty (30) days of the closing of that 
transaction; 

- Contemporaneously with the closing of the WMC transaction this Agreement 
shall be recorded in the records of the Maricopa County Recorder, and will 
reference any portion of the Land over which Landowner has exercised a 
purchase option and is the record title holder; 

- Upon the ACC’s final approval of issuance of an ACC decision granting and/or 
extending the CC&N of HUC to include the Land, and upon issuance of a final 
ACC decision granting an extension of WUGTs CC&N to include the Land, but 
no earlier than January 1, 2007, $150.00 per EDU ($1,293,300 for 8,622 EDUs) 
will become due and payable by the Landowner to Coordinator; 

- Upon the successful approval of the MAG 208 plan amendment that includes the 
Land, but no earlier than January 1,2007 $150.00 per EDU ($1,293,300 for 8,622 
EDUs) will be due and payable by the Landowner to Coordinator; 

Upon Landowner’s issuance of the “Start Work Notice” (“SWN”), a description 
of which is set forth at Exhibit C attached hereto, the first of which shall require 
the commencement of construction of facilities for 2,000 EDUs, $1,000,000 will 
be due and payable by the Landowner to Coordinator. The SWN shall be issued 
at Landowner‘s sole discretion. Landowner acknowledges that Coordinator, 
through WUGT and HUC, shall continue to financially guarantee that WUGT 
and HUC have sufficient financial resources to achieve substantial completion of 
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the WTP and WRF, including any and all water, reclaimed water, and wastewater 
treatment plant, delivery facilities and lines necessary for water, reclaimed water 
and wastewater service to the Land within 18 months of the issuance of the SWN. 
Coordinator shall be required to accept Landowner’s SWN any time after any and 
all necessary permits have been issued and approved for the water, reclaimed 
water and wastewater facilities, Landowner represents and warrants that it will 
make reasonable efforts after the issuance of Landowner’s SWN to pursue and 
obtain a final Plat Approval for a portion of the Land as detennined by 
Landowner in its sole discretion within 6 months of the substantial completion of 
both the WTP and WRF, or Landowner will sell a portion of the Land to a buyer 
who will do so. Coordinator plans to pursue obtaining permits and approvals 
necessary to bore under Interstate 10, or otherwise locate a pipeline below an 
available overpass, as this would alleviate the need to build a WRF north of 
Interstate 10 for a number of years. In the event the Coordinator is successhl in 
receiving these permits and approvals, the Landowners of developments 
contemplated as Copperleaf, Silver Water Ranch and Silver Spring Ranch may 
share the cost of the initial 2,000 EDU SWN fee based on the pro rata share of the 
EDUs to be initially constructed within each development. If Landowner does 
not participate in the SWN filed by another landowner or developer within 
WUGT’s or HUC’s CC&N area, then Landowner’s first SWN payment is not due 
until Landowner or its successors request a SWN for the Off-Site Facilities 
necessary to serve the Land. 

- Depending on the amount already paid by Landowner, the balance of the 
Landowner Payment (the $5,500.00 per EDU including CPI Index, if applicable) 
will be due and payable at the time of final Plat Approval for the number of EDUs 
within the plat or sale of the Land or portion of the Land by Landowner to the 
ultimate buildeddeveloper as reflected in a change in record title ownership of the 
Land, whichever occurs later. Coordinator understands that Landowner intends to 
sell the Land to other parties who will be the ultimate builders/developers of the 
Land. Coordinator understands that the balance of the Landowner Payment shall 
not be due until Landowner sells the Land to another party as reflected in the 
change in record title ownership or upon final Plat Approval, whichever occurs 
later. As stated in Section 4 in this Agreement, if Maricopa County requires a 
water and/or wastewater plant to be substantially complete prior to a final Plat 
Approval requested by Landowner, and only if Landowner has issued a SWN, the 
unpaid portion of the Landowner Payment for the EDUs within the plat submitted 
by Landowner for approval must be paid no later than six months after find Plat 
Approval. With the amounts due for the last final plat within the Land, 
Coordinator will true up any discrepancy with respect to the actual number of 
EDUs at final Plat Approval against EDUs estimated and sums paid pursuant to 
this Agreement. Either the Coordinator will pay the Landowner or the 
Landowner will pay the Coordinator that difference contemporaneous with the 
final payment as triggered by the final platted parcel(s) of the Land. 

Pursuant to Section 4.3, Coordinator shall arrange for interest-earning escrow accounts 
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for those payments in this subsection that are to be placed in escrow, with the interest 

paid to Landowner if the escrow is to be returned to Landowner. Escrow interest will 

otherwise be credited to reduce the outstanding balance of the Landowner Payment due 

to Coordinator. An example of how the Landowner Payment would be calculated for land 

included in the CC&N with 2,000 residential EDU’s developed in two phases of 1,000 

EDU’s each is: 

$500 times 2,000 EDU’s or $1,000,000 is due in escrow within 72 hours of 
signing of this Agreement; 

$75 times 2,000 EDU’s or $150,000 is due to escrow within 72 hours of the 
signing of this Agreement for the May 8, 2006 filing of the MAG 208 
application. $25 times 2,000 EDU’s or $50,000 is due to Coordinator within 
90 days from execution of this Agreement or contemporaneously with the 
closing of the WMC acquisition transaction, whichever is later; 

$100 times 2,000 EDU’s or $200,000 is due to Coordinator for the filing of 
both the application for a wastewater CC&N and the application, if necessary, 
for expansion of the water CC&N, or within 90 days of the execution of this 
Agreement, whichever is later; 

$1 50 times 2,000 EDU’s or $300,000 is due to Coordinator upon issuance of a 
final decision by the ACC approving the CC&Ns for both WUGT and HUC, 
but no earlier than January 1,2007; 

$150 times 2,000 EDU’s or $300,000 is due to Coordinator upon EPA’s 
approval of the MAG 208 plan amendment, but no earlier than January 1, 
2007; 

$500 times 2,000 EDU’s or $1,000,000 is due to Coordinator from Landowner, 
or Landowner and other participating landowners as described above in 
subsection 4.1, upon issuance of Landowner’s SWN; 

$4,000 plus the CPI Factor times 1,000 final platted EDU’s, or $4,000,000 
plus the CPI factor, is due to Coordinator at final Plat Approval for the first 
phase andor change in record title ownership, whichever occurs later. If, 
however, Markopa County requires a water andor wastewater plant to be 
substantially complete prior to a final Plat Approval requested by Landowner, 
and only if Landowner has issued a SWN, the payment obligation of 
$4,000,000 plus CPI Factor must be paid no later than six months after final 
Plat Approval; and 

$4,000 plus the CPI Factor times 1,000 final platted EDU’s, or $4,000,000 
plus the CPI factor, is due to Coordinator at the final Plat Approval for the 
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second phase and/or change in record title ownership, whichever occurs later. 
If, however, Maricopa County requires a water and/or wastewater plant to be 
substantially complete prior to a final Plat Approval requested by Landowner, 
and only if Landowner has issued a SWN, the payment obligation of 
$4,000,000 plus CPI Factor must be paid no later than six months after final 
Plat Approval. 

4.2 For commercial and industrial property, the $5,500 per EDU plus the CPI 
Factor, if any, at 4.8 EDU’s per acre is due to Coordinator when the County approves the 
“Commercial or Industrial Site Plan” and issues a building permit, which the Parties 
expect to occur after residential final Plat Approvals surrounding the site, and upon 
satisfaction of all contingencies and conditions set forth in this Agreement. 

- An example of how this would calculate for a commercial or industrial section 
of land with 30 net acres in size would be as follows: 

$5,500 plus the CPI Factor x 30 acres 4.8 EDU/acre or $792,000 is 
due and payable when the County approves the Commercial or 
Industrial Site Plan and issues a building permit. 

The parties acknowledge that additional fees as approved by the Parties or required 

andor authorized by a governmental agency except as otherwise prohibited herein will be 

billed to the commercial and industrial end user based upon the ultimate use of the land 

and fixtures thereon. Fees payable to WUGT and HUC for on-site facilities, pursuant to 

the Extension Agreements or a WUGT or HUC tariff, and reimbursement for certain 

costs and expenses incurred by Landowner with respect to the obtaining of on-site Utility 

Services from the Delivery Points to the end user are not the subject of this Agreement 

and shall be paid and reimbursed to the appropriate parties in accordance with the 

Extension Agreements. 
4.3 Escrow Account. Within three days of execution of this Agreement, 

Coordinator shall open an interest-earning escrow account with First American Title 

Insurance Company for the benefit of Landowner and Coordinator for purposes of 

accepting and disbursing any and all payments and refbnds under the terms and 

conditions set forth in this Agreement. The escrow agent shall be Carol Peterson 

(ttEscrow Agent“). This Agreement shall constitute an escrow agreement and instnrctions 

to Escrow Agent and all funds deposited with Escrow Agent shall be disbursed and dealt 

with by Escrow Agent in strict accordance with the following provisions and the terms of 
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this Agreement. Escrow Agent shall be authorized to make disbursements to Coordinator 

andor Landowner as provided for in this Agreement within five ( 5 )  days of Written 

request by such Party to Escrow Agent with a copy hand-delivered to the other Party. In 

making payment requests pursuant to Section 10.5 of this Agreement, Coordinator shall 

submit applications for payment relating to reasonable and necessary construction costs 

for water, reclaimed water and wastewater facilities constructed pursuant to this 

Agreement, including (i) an itemization of the facilities installed and the amount incurred 

for each item of the work (with appropriate invoices and backup documentation), and (ii) 
necessary statutory lien waivers relating to the work. Escrow Agent shall disburse funds 

pursuant to a payment request by either Party as set forth in this paragraph and under the 

terms of this Agreement unless and except to the extent a timely objection is made by the 

other Party. Any Party may object to disbursement of escrow funds if the Party believes 

in good faith that such payment is not due and if such Party delivers to Escrow Agent and 

all other Parties written notice of such objection within five ( 5 )  business days of the 

payment request, including a specific explanation of the objection and an explanation of 

why the Party believes the amount in question should not be disbursed under this 

Agreement. Any amount subject to an objection shall not be disbursed until the objection 

is resolved. Upon Escrow Agent's receipt of an objection, the Parties shall meet within 

three (3) days and make good faith efforts to resolve the objection. If the objection is not 

resolved completely with such three day period, then the objecting party may submit the 

matter to arbitration within an additional seven days and the matter shall be resolved in 

accordance with the arbitration provisions set forth in Section 7 of this Agreement. If the 

objecting party fails to submit the matter to arbitration within that time period, then the 

full payment request shall be deemed approved. If an objection is determined by the 

arbitrator to be invalid, then the objecting party shall be responsible for any additional 

costs (including the reasonable attorneys fees of the prevailing party) resulting from the 

delay in disbursement of the escrow funds. 

5. Use and Sizing of Water and Reclaimed Water Distribution Mains and Sanitarv 

Sewer Collection Mains. Coordinator, from time to time may, at its own discretion and expense, 

decide to oversize certain water distribution mains and wastewater collection mains to service 

properties or planned developments not currently contemplated within the scope of this Land. 
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Any and all cost of over sizing these lines will be at the sole cost of Coordinator, including any 

and all engineering or other costs incurred by Landowner as a result of such over sizing. 

Landowner understands and agrees that it must use and accept reclaimed water distribution 

mains to the Delivery Points agreed to by Landowner and identified in Exhibit H. Each section 

of land will require a water storage facility or a retention lake structure for irrigation of no less 

than one (1) acre developed in accordance with standards established by Coordinator in locations 

approved by Landowner and at Landowner's cost. Landowner may reasonably consolidate or 

divide the required water storage facility capacity and irrigation requirement in this Section in 

any location within the Land consistent with Landowner's development plans. Coordinator's 

responsibility is to oversee the construction of reclaimed water distribution mains is limited to 

only one point of storage as contemplated on Exhibit W. 
6.  Reclaimed Water Availabilitv. Coordinator and its subsidiaries agree to make 

reclaimed water available for purchase and use within the Land approximately equal to the 

amount of wastewater generated within such Land. Any excess reclaimed water not purchased 

by Landowner or its successors within any month belongs to the utility provider for reuse, 

recharge and/or discharge. 

7. Binding, Arbitration. Any controversy, dispute or claim (a "Claim") arising out of 

or relating in any way to this Agreement or any other agreement or instrument delivered in 

connection with this Agreement, or the transactions arising hereunder or there under that cannot 

be resolved by negotiation (other than actions for specific performance or any other equitable 

remedy) shall be settled exclusively by a binding arbitration ("Arbitration"), conducted by a 

single arbitrator (the "Arbitrator") chosen by the Parties as described below. The arbitration shall 

be expedited and shall be conducted in accordance with the following rules: 

7.1 Initiation of Arbitration. The Arbitration shall be initiated by either party 

delivering to the other an Arbitration Demand. Such demand shall be sent by hand- 

delivery or certified mail, return receipt requested. The Arbitration Demand must 

contain a list of the Claims upon which arbitration is requested, as well as a statement of 

the claimant's basis for bringing the Claims. 

7.2 Governing Procedures. The arbitration shall be conducted in accordance 

5 12-1501, et seg. and the Commercial Arbitration Rules of the with the A.R.S. 

American Arbitration Association. 
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7.3 Appointment of Arbitrator. The Parties shall appoint a single Arbitrator 

by mutual agreement. If the Parties have not agreed within ten (10) days of the date of 

the Arbitration Demand on the selection of an Arbitrator willing to serve, then, unless 

othewise agreed, each party may appoint an Arbitrator, and the two chosen Arbitrators 

will select a third Arbitrator. The Parties shall split the costs of all chosen Arbitrators. 

7.4 Qualifications of Arbitrator. The Arbitrator shall be neutral and impartial, 

and knowledgeable in the areas of public utility service andor real estate development. 

7.5 Compensation. The Parties shall split equally any and all costs of 

arbitration, including the Arbitrator's hourly rate. 

7.6 Preliminary Hearing. Within fifteen (15) days after the Arbitrator(s) has 

been appointed, a preliminary hearing among the Arbitrator(s) and counsel for the Parties 

shall be held for the purpose of developing a plan for the management of the arbitration, 

which shall then be memorialized in an appropriate order. The matters which may be 

addressed include the following: (i) definition of issues; (ii) scope, timing and types of 

discovery, if any; (iii) schedule and place@) of hearings; (iv) setting of other timetables; 

(v) submission of motions and briefs; (vi) whether and to what extent expert testimony 

will be required, whether the Arbitrator should engage one or more neutral experts, and 

whether, if this is done, engagement of experts by the Parties can be obviated or 

minimized; (vii) whether and to what extent the direct testimony of witnesses will be 

received by aidavit  or written witness statement; and (viii) any other matters which may 

promote the eficient, expeditious, and cost-effective conduct of the proceeding. Any 
procedures outlined in the preliminary hearing shall require the arbitration hearing to be 

conducted within 60 days of the preliminary hearing date. 

7.7 Final Award. The Arbitrator shall promptly (but, in no event later than 

twenty (20) days following the conclusion of the proceedings or such longer period as the 

Parties mutually agree) determine the claims of the Parties and render a final award in 

writing. The Arbitrator may award the prevailing party in the proceeding all or a part of 

such party's reasonable attorneys' fees and expert witness fees, taking into account the 

final result of arbitration and other relevant factors under Arizona law. The Arbitrator 

shall not award any punitive damages. The Arbitrator shall assess the costs of the 

proceedings (including, without limitation, the fees of the Arbitrator) against the non- 
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prevailing party. The Arbitrator’s final award shall be binding and enforceable against 

the Parties. 

8. Insurance. Coordinator shall include Landowner as an “additional 

insured” in all forms of liability insurance obtained or maintained by Coordinator and its 

subsidiaries, and their contractors, applicable to the construction, installation and maintenance of 
water, wastewater and reclaimed water infrastructure financed by this Agreement or placed 

within the Land, WTP site, WRF site or well sites included in this Agreement. Coordinator shall 

defend, indemnify and hold Landowner and any and all of Landowner’s affiliates, subsidiaries, 

successors, and/or related entities, harmless for, from and against any and all liabilities, claims, 

damages, losses, costs, expenses (including, but not limited to, attorneys’ fees), injuries, causes 

of action, or judgments for bodily injury or death or damage to property occasioned, contributed 

to or in any way caused, in whole or in part, by Coordinator, HUC and/or WUGT, and their 

agents, employees, consultants, engineers, or contractors and which arise out of or are related to 

the performance of this Agreement by Coordinator or its authorized agents, employees, 

consultants, engineers andor contractors except for those arising from the negligence or willful 

misconduct of the Landowner, its agents, employees, consultants, engineers, andlor contractors, 

Coordinator’s duty to indemnifj Landowner shall extend to all construction activities undertaken 

by Coordinator, WUGT and HUC, and their contractors, subcontractors, agents, and employees 

in the performance of or related to this Agreement. This indemnity clause shall apply solely to 

the extent that such claim, demand, liability and/or expense is attributable to the negligent 

actions or inaction of Coordinator, WUGT and HUC, and/or their contractors, subcontractors, 

consultants, engineers, agents and/or employees . 
Coordinator shall require HUC’s and/or WUGT’s contractors and/or subcontractors to 

carry and maintain, at Coordinator’s sole cost and expense, during the duration of construction of 

the water, reclaimed water and wastewater facilities plus an additional two years, no less than the 

following coverage and limits of insurance: 

[i) Worker’s Compensation and Emdoyer’s Liability: (a) Worker’s 

Compensation coverage as required by law; and (b) Employer’s Liability with limits of at least 

$1,000,000 per occurrence. 

lii) Business Automobile Liabilitv for Bodily Iniw and Propertv Damage: 

$1,000,000 per occurrence, including coverage for all owned, non-owned and hired vehicles. 
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[iii) Commercial General Liability for Bodily Iniury and Property Damage: 

$3,000,000 general aggregate, $1,000,000 per occurrence. Unless otherwise agreed by the 

parties, the general liability policy shall include a broad form comprehensive liability 

endorsement that includes coverage for liability assumed under any oral or written contract 

relating to this Agreement, and also including: (a) broad form property damage liability 

coverage; and (b) premises-operations coverage; and (c) independent contractor coverage (for 

liability may incur as a result of the operations, acts or omissions of Coordinator’s contractors, 

subcontractors, suppliers, andor their agents or employees). The commercial general liability 

insurance required pursuant to this Agreement shall name Landowner and/or any other 

Landowner entities designated by Landowner as an additional insured; (b) apply severally to the 

parties; (c) cover Landowner and affiliated entities as insureds in the same manner as if separate 

policies have been issued to each of them; (d) include a waiver of any and all subrogation rights 

against Landowner and afiliated entities; and (e) be primary insurance with any other valid and 

collectible insurance available to the aforesaid additional insureds constituting excess insurance. 

liv) Professional Errors and Omissions Liability, of not less than $1,000,000 

per occurrence from Coordinator’s, HUC’s and WUGT’s Project engineer. 

(v) Other Insurance. An umbrella or other policy as determined appropriate 

by Coordinator in its reasonable discretion. The above coverage amounts may be achieved 

through the use of one or more umbrella policies. At the time of this Agreement, Coordinator 

holds an umbrella liability insurance policy of $10,000,000. Coordinator shall maintain such 

policy or an equivalent policy during the term of this Agreement. 

The policies required pursuant to th is Agreement shall not be revised, canceled or 

reduced until at least thirty (30) days’ written notice of such revision, cancellation or reduction 

shall have been given to Landowner, and until a replacement policy is in effect that provides the 

coverages required in this Agreement. The policies required pursuant to this Agreement shall be 

issued by an insurance company that is authorized to transact business in the State of Arizona 

and that has a current rating of A-VI1 or better in Best’s Insurance Report. Coordinator will 

provide Landowner with confirmation of the above insurance from Coordinator and any and all 

engineers, consultants, contractors and subcontractors, prior to commencement of construction, 

including copies of insurance certificates, riders and endorsements . 
9. No Partnershin. Coordinator is acting as an independent contractor pursuant to 
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this Agreement. Nothing in this Agreement shall be interpreted or construed (i) to create an 

association, agency relationship, joint venture, or partnership among the Parties or to impose any 
partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of 

Coordinator to enter into similar or identical agreements with other landowners, even if the 

activities of such landowners may be deemed to be in competition with the activities of 

Landowner. 

10. Default. 

10.1 Landowner shall be deemed to be in material default under this Agreement 

upon the expiration of thirty (30) days, as to monetary defaults, and sixty (60) days, as to 

non-monetary defaults, following receipt of written notice from Coordinator specifying 

the particulars in which a default is claimed unless, prior to expiration of the applicable 

grace period (thirty (30) days or sixty (60) days, as the case may be), such default has 

been cured. 

10.2 Coordinator shall be deemed to be in material default under this 

Agreement upon the expiration of thirty (30) days written notice of the failure to fulfill its 

obligations hereunder to timely provide the services and to timely commence and 

complete construction of facilities described in this Agreement, including the provision of 

Utility Services by WUGT and HUC, and the failure to fulfill its financial guarantees that 

WUGT will have suffcient financial resources for the provision of water utility service to 

the Land and that HUC will have sufficient financial resources for the provision of 

reclaimed water service and wastewater utility service to the Land and any other material 

breach of this Agreement by Coordinator. 

10.3 In the event either party to this Agreement is in material default under this 

Agreement, the provisions hereof may be enforced by any remedy permitted by law for 

specific performance, injunctive, or other equitable remedies in addition to any other 

remedy available in this Agreement, or at law or in equity. In this regard, in the event 

Landowner fails to pay any amount as and when due, which failure is not cured within 
thirty (30) days after notice thereof in accordance with the provisions of subsection 10.1 

above, such delinquent amounts shall bear interest at the rate of fifteen percent (1 5%) per 

annum from the due date until paid. Similarly, Coordinator shall pay interest at the rate 

of fifteen percent (15%) per annum from the date of accrual on any damages caused 
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Landowner or its successors by Coordinator or its subsidiaries’ material breach of this 

Agreement. 

10.4 In addition, to the extent such sums remain unpaid following such thirty 

(30) day period, Coordinator may then and only then claim a contractual lien for such 

sum, together with interest thereon as set forth above, which may be foreclosed against 

only that portion of the Land owned by the defaulting landowner and that land which is 

the subject of such default in the manner prescribed by law for the foreclosure of realty 

mortgages or deeds of trust. It is the Parties’ intention that Landowner’s default as 

defined in this section 10 provide the only means by which Coordinator may claim any 

type of lien on the Land, and the Parties agree this Agreement or services provided 

pursuant to it are not liens or secured interests, but this Agreement gives Coordinator the 

right to assert a lien right (as set forth herein), which lien right shall be deemed perfected 

only upon Landowner’s material default and recording of a notice of claim of lien, which 

shall be retroactive as of the date of the recording of this Agreement. Landowner 

consents to the recording of this Agreement with the county recorder’s ofice upon 

Coordinator’s acquisition of WMC and WUGT as set forth in Section 10.7 below. 

Coordinator agrees that as and when portions of the Land are sold, the obligations 

hereunder shall be bifurcated based on the land area sold and each new landowner shall 

be solely (and not jointly) responsible for all sums owed with respect to the land areas 

that it owns and shall not have any obligation or liability for the failure of any other 

owner of any portion of the Land and that the current Landowner shall be fully released 

fiom any and all such obligations. In the event Coordinator defaults (following notice 

and an opportunity to cure as set forth herein) on any of its obligations under this 

Agreement, including its financial guarantee that WUGT or HUC will have sufficient 

financial resources to provide water, reclaimed water and wastewater service to the Land 

as described herein, then Coordinator shall record a release of this Agreement and waive 

any and all other claims against the Land or Landowner as set forth below. Coordinator 

shall execute and record such release within three (3) days of a written request from 
Landowner in a form approved by Landowner. 

10.5 Coordinator has provided to the Landowner a letter from the Coordinator’s 

financial institution confirming that the Coordinator through its investor and bank 
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relationships has access to sufficient h d s  necessary to construct the water, reclaimed 

water and wastewater infrastructure, including the Off-Site Facilities, in order to provide 

the Utility Services. Upon issuance of the SWN by Landowner, Coordinator shall place 

funds in an escrow account as set forth in section 4.3 equal to the one-half of the total 

mount of the construction costs for all water, reclaimed water and wastewater facilities 

necessary to provide water, reclaimed water and wastewater service to the Land. As set 

forth in section 4.3, Coordinator shall be entitled to withdraw funds fiom such escrow 

account solely for purposes of paying for reasonable and necessary construction costs. 

10.6 Subject to the limitations in this Section 10, amounts owed but not paid 

when due by Landowner under the terms of this Agreement, perfected as described in 

subsection 10.7 below shall be a lien against the Land for which such payment is due that 

the Parties agree shall then relate back to the date upon which an executed copy of this 

Agreement is recorded in the Maricopa County Recorders Office along with a document 

entitled Preliminary Notice of Contractual Lien which sets forth: 

i. The name of the lien claimant; 

ii. the name of the party or then owner of the property or interest against 
which the lien is claimed; 

iii. and a description of the property against which the lien is claimed. 

Coordinator shall not record a Preliminary Notice of Contractual lien or other similar 

document until at least thirty (30) days after notice of Landowner’s material default as 
provided in Section 10.1 above. 

10.7 The lien authorized in this Section 10 shall take effect only upon 

recordation of a claim of contractual lien as limited herein above and as described below 
in the office of the Maricopa County Recorder by Coordinator, and shall relate back to 

the date when the Preliminary Notice of Contractual Lien and executed copy of the 

Agreement were recorded, as set forth in subsection 10.6 above. The lien amount shall 

be only that amount not paid by Landowner in accordance with the terms of this 

Agreement at the time the lien is recorded, and shall not include any future Landowner 

Payment amounts. Such lien shall apply only to those portions of the Land for which any 

such payment is due. Coordinator acknowledges and agrees to work with the Landowner 
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or its successors and their lenders to facilitate financing. Coordinator shall give written 

notice of any such lien claim. The Notice and Claim of Contractual Lien shall include 

the following: 

(0 
(ii) 

(iii) 

(iv) 

The name of the lien claimant. 

The name of the party or then owner of the property or interest 
against which the lien is claimed. 

A description of the property against which the lien is claimed. 

A description of the default or breach that gives rise to the claim of 
lien and a statement itemizing the amount of the claim. 

A statement that the lien is claimed pursuant to the provisions of 
this Agreement and reciting the date of recordation and recorder’s 
document number of this Agreement. 

The notice shall be acknowledged, and after recordation, a copy 
shall be given to the person($ against whose property the lien is 
claimed in any manner prescribed under Section 21 of this 
Agreement. The lien may be enforced in any manner allowed by 
law, including without limitation, by an action to foreclose a 
mortgage or mechanic’s lien under the applicable provisions of the 
laws of the State of Arizona. 

10.8 If the Landowner (i) places funds in the amount due Coordinator into an 

escrow account or posts either (ii) a bond executed by a fiscally sound corporate surety 

licensed to do business in the State of Arizona, or (iii) an irrevocable letter of credit from 

a reputable financial institution licensed to do business in the State of Arizona, which 

bond or letter of credit (a) names Coordinator as the principal or payee and is in form 

satisfactory to Coordinator, (b) is in the amount of the claim secured by the lien, and (c) 

unconditionally provides that it may be drawn on by Coordinator in the event of a final 

judgment entered by the arbitrator, then Coordinator shall record a release of the lien or 

take such action as may be reasonably required by a title insurance company requested to 

furnish a policy of title insurance on such property to delete the lien as an exception 

thereto. Landowner shall post the fhds,  bond or letter of credit by delivery of same to 

Coordinator, escrow or arbitrator as determined by Landowner. All costs and expenses to 

obtain the bond or letter of credit, and all reasonable costs and expenses incurred by 

Coordinator related thereto, shall be borne by Landowner, unless Landowner is the 
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prevailing party in any litigation challenging the claimed lien and, in that event, all such 

costs shall be borne by Coordinator. 

10.9 Upon Coordinator’s material default of its obligations under this 

Agreement, Coordinator shall (i) record a “full satisfaction and release” of this 

Agreement and any outstanding liens with the Maricopa County Recorder, (ii) shall 

confirm in writing the satisfaction and release of the Agreement to all other Parties at 

Landowner’s request, (iii) shall within 90 days of such material default return to 

Landowner all Landowner Payments made to date by Landowner in excess of costs 

incurred to date by Coordinator as previously approved by Landowner with such 

approval not being unreasonably withheld, and (iv) shall within 90 days return to 

Landowner all plans, documents, etc. provided to Coordinator, WUGT or HUC by 

Landowner or created to design water or wastewater facilities specifically to serve the 

Land. In the event Coordinator materially defaults on its obIigations under this 

Agreement, Coordinator shall refund all Landowner Payments in excess of costs incurred 

to date by Coordinator under this Agreement as previously approved by Landowner with 
such approval not being unreasonably withheld. In that event, any and all amounts 

remaining in the escrow account provided under section 10.5 shall be released 

immediately to Landowner as partial or full payment of such refund obligation. The 

refund obligation shall be limited to the total amount of Landowner Payments made 

under this Agreement plus accrued interest with the remaining balance of the escrow 

including accrued interest to Coordinator. In the event Coordinator materially defaults on 
its obligations under this Agreement, Coordinator shall assign to Landowner all water 

rights, interests and extinguishment credits resulting from the Land or obtained from the 
Landowner. In the event of a default by Coordinator, Landowner reserves the right to 

pursue any and all legal rights, damages, and remedies against Coordinator for such 

default. All land deeded by Landowner to Coordinator shall be reconveyed by 

Coordinator to Landowner as provided elsewhere in this Agreement. 

11. Non Issuance of Water and Wastewater CC&N Expansion. In the event that 

Coordinator or HUC through best efforts are unable to obtain all of the necessary approvals from 

the ACC, MCESD and ADEQ within twenty-four (24) months of the execution of this 

Agreement with respect to the water, reclaimed water and wastewater services provided for 
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herein, then the Landowner or Coordinator at either party’s option may terminate the portions of 

this Agreement as it relates to reclaimed water and wastewater services without recourse to either 

party. In the event of termination of the wastewater portion of this Agreement and excluding the 

CPI Factor, Coordinator shall remove or cause to be removed any registration and/or recordation 

of this Agreement with Maricopa County as reasonably requested by Landowner and waive any 

lien rights it may have under this Agreement for $3,000 per EDU of the $5,500 per EDU 

contemplated in this Agreement for reclaimed water and wastewater services. The Parties agree 

to execute necessary amendments to this Agreement in the event of termination of the 

wastewater portion of this Agreement. In that event, Landowner’s payment obligations under 

section 4.1 above shall be reduced in proportion to the reduction of the $5,500 per EDU 

payment under section 4.1 above to $2,500 per EDU for water service, which includes 

Landowner’s $500 per EDU payment noted below. For example, upon issuance of the SWN for 

2,000 EDUs, Landowner’s payment obligations will be reduced to $225 times 2,000 EDUs or 

$450,000 upon issuance of the SWN. Further, in the event that the ACC, ADEQ and/or 

Maricopa County issues any ruling or decision denying HUC any necessary regulatory approvals 

to provide wastewater service to the Land, and provided that such decision or ruling is not as a 

result of the actions, conduct, or inactions of Coordinator and its related entities, Coordinator 

shall be entitled to retain $500/EDU of the payments made under section 4.1 as of such date for 

water service on the condition that WUGT has obtained a final order from the ACC approving 

the CC&N extension to include all of the Land, and Coordinator shall refund any and all 

remaining amounts of Landowner Payments made to date under 4.1 to Landowner within ten 

days of such final decision or ruling and transfer and assign any and all plans, studies, etc. to 

Landowner. If the Landowner Payment has been adjusted pursuant to the CPI Factor described 

in section 4 above, then the adjustment shall be applied pro-rata to the water and wastewater 

services allocations in this Section. 

In the event that Coordinator or WUGT are unable to obtain ACC approval for extension 

of WUGT’s CC&N to include all of the Land or other necessary governmental approvals within 

24 months for provision of water service to the Land, then Coordinator shall remove or cause to 

be removed any registration andlor recordation of this Agreement with Maricopa County 

affecting those portions of the Land as reasonably requested by Landowner and waive any lien 

rights it may have under this Agreement for water services. The Parties agree to execute 
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necessary amendments to this Agreement in the event of non-issuance of the CC&N extension 

for water service to the Land. In the event that the ACC, ADEQ and/or Maricopa County issues 

any d i n g  or decision denying WUGT any necessary regulatory approvals to provide water 

service to any portions of the Land, and provided that such decision or ruling is not as a result of 

the actions, conduct, or inactions of Coordinator and its related entities, Coordinator shall be 

entitled to retain a proportional share of $SOO/EDU of the payments made under section 4.1 

equal to that proportion of the Land included within WUGT’s CC&N and that portion of the 

Land for which WUGT is authorized to provide water service, and Coordinator shall refund any 

and all remaining amounts of Landowner Payments made to date under 4.1 to Landowner within 

ten days of such final decision or ruling and transfer and assign any and all plans, studies, etc. to 

Landowner. If the Landowner Payment has been adjusted pursuant to the CPI Factor described 

in section 4 above, then the adjustment shall be applied pro-rata to the water and wastewater 

services allocations in this Section. 

12. Attornevs’ Fees. If any dispute arises out of the subject matter of this Agreement, 

the prevailing party in such dispute shall be entitled to recover from the other party its reasonable 

costs, expenses and attorney’s fees incurred in litigating, arbitrating, or otherwise resolving such 

dispute. The Parties’ obligations under this Section shall survive the closing under this 

Agreement. 

13. Auulicable Law; Venue: Jurisdiction. This Agreement shall be governed by and 

construed in accordance with the laws of the State of Arizona, notwithstanding any Arizona or 

other conflict-of-law provisions to the contrary. The Parties consent to jurisdiction for purposes 

of this Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be 

proper venue for any action brought with respect to this Agreement. Acts of the parties hereto 
shall be excused during the period of intervening acts of God or other force majeure events not 

attributable to the nonperforming Party. 

14. Interpretation. The language in all parts of this Agreement shall in all cases, be 

construed as a whole according to its fair meaning and not strictly for nor against any party. The 

section headings in this Agreement are for convenience only and are not to be construed as a part 

hereof. The Parties agree that each party has reviewed this Agreement and has had the 

opportunity to have counsel review the same and that any rule of construction to the effect that 

ambiguities are to be resolved against the drafting party shall not apply in the interpretation of 
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this Agreement or any amendments or any exhibits thereto. Except where specifically provided 

to the contrary, when used in this Agreement, the term “including” shall mean without limitation 

by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to 

masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entity@) 

may require. 

15. Most Favored Nation. Coordinator agrees that for the CC&N expansion and 

CC&N extension contemplated to commence in the July 2006 timeframe in the area West of the 

Hassayampa River, that if the Coordinator enters into an Infrastructure Coordination Finance and 

Option Agreement or an agreement with similar terns with another landowner that lies within 

the CC&N area of WUGT and HUC as extended (With the exception of Belmont), the 

Coordinator will not provide pricing, terms, or conditions more fhvorable to that landowner than 

provided herein to the Landowner, unless Coordinator amends this Agreement with the written 

consent of Landowner to include such pricing, terms, or conditions so that this Agreement is at 

least as favorable to the Landowner as the pricing, terms, and conditions offered to the other 

landowner. 

16. Counterparts. This Agreement shall be effective upon execution by all Parties 

hereto and may be executed in any number of counterparts with the same effect as if all of the 

Parties had signed the same document. All counterparts shall be construed together and shall 

constitute one agreement. 

17. Entire Agreement. This Agreement constitutes the entire integrated agreement 

among the Parties pertaining to the subject matter hereof, and supersedes all prior and 

contemporaneous agreements, representations, and undertakings of the Parties with respect to 

such subject matter. This Agreement may not be amended except by a written instrument 

executed by all Parties hereto. 

18. Additional Instruments. The Parties hereto agree to execute, acknowledge, and 

deliver to each other such other documents and instruments as may be reasonably necessary or 

appropriate to evidence or to carry out the terms of t h i s  Agreement. 

19. Severabilitv. Every provision of this Agreement is intended to be severable 

except as otherwise provided in this Agreement. If any term or provision hereof is illegal or 
invalid for any reason whatsoever, such illegality or invalidity shall not affect the validity or 

legality of the remainder of this Agreement. 
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20. Incornoration bv Reference. Every recital set forth herein above, exhibit, 

schedule and other appendix attached to this Agreement and referred to herein is hereby 

incorporated in this Agreement by reference. 

21. Notices. Any notice, payment, demand or communication required or permitted 

to be given by any provision of this Agreement shall be in writing and shall be delivered 

personally to the party to whom the same is directed or sent by registered or certified mail, return 

receipt requested, addressed to the addresses set forth on the signature page hereto. Any such 

notice shall be deemed to be delivered, given and received for all purposes upon actual receipt at 

the addresses noted below. 

Any notice sent to Coordinator shall be sent to: 

Cindy Liles 
Global Water Resources, LLC 
21410 N. 19* Avenue, Suite 201 
Phoenix, Arizona 85027 

Any notice sent to Landowner shall be copied simultaneously to the following persons: 

c/o Bryan O'Reilly 
619 Campbell 
Las Vegas, NV 89 107 

c/o Barry Becker 
50 S. Jones Blvd., Ste, 101 
Las Vegas, NV 89107 

Michele Van Quathem 
Ryley Carlock & Applewhite 
One N. Central Ave., Ste. 1200 

SNR Management, LLC 
c/o Frank Pankratz 
1350 N. Town Center Dr. #304 1 
Las Vegas, NV 89144 

SNR Management, LLC 
c/o John F. O'Reilly 
325 S. Maryland Parkway 
Las Vegas, NV 89101-5300 

22. Binding Effect: Partial Releases. This Agreement shall be binding upon and inure 

to the benefit of the successors and assigns of the respective Parties. This Agreement constitutes 

a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator 

and Landowner and their successors and assigns and any person acquiring any portion of the 

Land, upon acquisition thereof, shall be deemed to have assumed the obligations of Landowner 

arising from this Agreement with respect only to that portion of the Land acquired without the 
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necessity for the execution of any separate instrument. If phases and/or parcels within the Land 

are sold individually, Coordinator will ensure that at such time as the Landowner Payment has 

been paid in Ml for that particular phase andlor parcel, Coordinator shall record such documents 

as are reasonably requested to reflect payment in fill for that particular phase andor parcel, 
without releasing the Agreement fkom any other portion of the Land for which the Landowner 

Payment has not been paid in full. It is the intent of this Agreement to record any release or 

waiver document as requested which relates to parcels and or plats that are paid in full. 

[Signatures are on the following page.] 
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IN WITNESS WHEIRIEOF, the Parties have entered into this Agreement as of the date 
first above written. 

COORDINATOR. 

Global Water Resources, LLC 

a Delaware Limited Liability Company 

I 

By: 
Cindy M. Li es, Senior Vice President 
Global Water Resources, LLC 
21410 N. 19* Avenue 
Suite 201 
Phoenix, Arizona 85027 

LANDOWNER: 
Sierra Negra Ranch LLC, a Nevada limited 
liability company 

By: SNR Management LLC, a Nevada limited 

Its: Manager 
liability company 

By: Becker SNR LLC, a Nevada limited 

Its: 

Z I  Its: Managing Member 
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STATE OF ARIZONA 1 
) ss. 

County of Maricopa ) 

On . lau -9 2006 before me, 
, a Notary Public in and for said state, personally nh arsc\b, 

appeared C i h ~  M . L\eS , personally known to me (or proved to me on 
the basis of satisfztory evidence) to be the persons whose names are subscribed to the within 
instrument and acknowledged to me that they executed the same in their authorized capacities, 
and that by their signatures on the instrument, the persons, or the entity upon behalf of which the 
persons acted, executed the instrument. 

WITNESS my hand and official seal. 

My Commission Expires: 
Notary Public in &d for said State 

_ .  
\ 

2006, before me, 
. a Notary Public in and for said state, personally 

, personally known to me (or proved to me on 
sons whose names are subscribed to the within 

instrument and acknowledged to me that they executed the same in their authorized capacities, 
and that by their signatures on the instrument, the persons, or the entity upon behalf of which the 
persons acted, executed the instrument. 

WITNESS my hand and official seal. 

Notar* &A u Iic in and or said St 
My Commission Expires: 
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EXHIBIT "A" 

PARCEL NO. 1: 

THE WEST HALF OF SECJnON 21, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER 
BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA; M C E K  THE EA= 200 ACRES THEREOF. 

PARCEL NO. 2: 

THE NORTHWEST QUARTER OF SECrrON 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND 
SALT RlVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA; 

PARCEL NO. 3: 

THE NORTHEAST QUARTER OF SECTION 29, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND 
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA; 

EXCEPT THAT PORTION OF THE SOUTH HALF OF THE NORTHEAST QUARTER OF SECnON 29, 
TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA 
COUNTY, ARIZONA, WHICH LIES WITHIN A STRIP OF LAND 308 FEET I N  WIDTH, BEING 1% FEET 
WIDE ON EACH SIDE OF THE FOLLOWING DESCRIPTION LINE: 

BEGINNING AT A POINT ON THE WEST UNE OF SAID SECTION 29, WHICH POINT BEARS SOUTH 0 
DEGREES 00 MINUTES 38 SECONDS WEST, 1476.85 FEET FROM THE NORTHWEST CORNER OF SAID 
SECIION 29; 

THENCE SOUTH 75 DEGREES 04 MINUTES 23 SECONDS EAST, 5470.76 FEFT TO A POINT ON THE EAST 
LINE OF SAID SECnON 29, WHICH POINT BEARS SOUTH 0 DEGREES 03 MINUTES 23 SECONDS WEST, 
243.12 FEET FROM THE EAST QUARTER CORNER OF SAID SECTION 29, As CONVEYED TO THE STATE 
OF ARIZONA BY AND THROUGH ITS HIGHWAY COMMISSION BY WARRANTY DEED RECORDED I N  
DOCKET 6586, PAGE 69. 

PARCEL NO. 4: 

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHEAST QUARTER; AND 

THE WEST HALF OF THE SOUTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER; AND 

THE WEST HALF OF THE N O R T H W  QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER OF SECnON 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE 
AND MERIDIAN, MARICOPA COUNTY, ARIZONA. 

PARCEL NO. 5: 

THE SOUTHEAST QUARTER OF THE NORTHEAST QUARTER; AND 

THE SOUTHEAST QUARTER OF THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF SEmON 
28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, 
MARICOPA COUNlY, ARIZONA. 

PARCEL NO. 6:  

THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF SECTION 
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NO. 232313A 

28, TOWNSHIP 2 NORTH, RANGE 6 WE= OF THE GILA AND SALT RlVER BASE AND MERIDIAN, 
MARICOPA COUNIY, ARIZONA. 

PARCEL NO. 7: I 
THE E&T HALF OF THE SOUTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER; AND 

THE EA!Tr HALF OF THE NORTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST 
QUARTER OF SECTION 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE 
AND MERIDIAN, MARICOPA COUNTY, ARIZONA. 

SILVER SPRINGS RANCH 

PARCEL NO. 8: 

ALL OF SECnON 32, TOWNSHIP 2 NORTH, RANGE 6 WEST OF M E  GILA AND SALT RNER BASE AND 
MERIDIAN, MARICOPA COUNTY, ARIZONA; 

EXCEPT ALL MINERAL RESERVED UNTO THE SATE OF ARIZONA I N  BOOK 334 OF DEEDS, PAGE 248 
(AS TO THE SOUTHEAST QUARTER) AND I N  BOOK 360 OF DEEDS, PAGE 10 (As TO THE NORTH HALF 
AND THE SOUTHWEST QUARTER) 

I PARCEL NO. 9: 

THE SOUTHWEST QUARTER OF SECnON 33, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND 
SALT RNER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA. 

I PARCEL NO. 10: 

THE WEST HALF OF THE NORTHEAST QUARTER AND THE NORTH HALF OF THE SOUTHEAST QUARTER 
OF SECTION 7, TOWNSHIP 1 NORTH, RANG€ 6 WEST OF THE GILA AND SALT RIVER BASE AND 
MERIDIAN, MARICOPA COUNTY, ARIZONA. 

EXCEPT THAT PORTION OF THE FOLLOWING DESCRIBED PARCEL OF LAND LYING WITHIN A 200 FOOT 
SlXIP, BEING 100 FEET ON EACH SIDE OF THE FOLLOWING DESCRIBED CENTERUNE: 

BEGINNING AT A POINT NORTH 070 7" 30' EAST, 1223.03 FEET FROM THE SOUTHEAST CORNER OF 
SECTION 16, MERIDIAN, MARICOPA COUNTY, ARIZONA; 

THENCE NORTH 560 07" 30' WEST, 1783.55 FEET TO THE POINT OF CURVE OF A 00 15' CURVE TO T H E  
RIGHT, HAVING A RADIUS OF 22,918.3 FEET; 

THENCE ALONG THE ARC OF SAID CURVE, A DISTANCE OF 433.33 FEET TO THE POIW OF TANGENT 
OF SAID CURVE; 

THENCE NORTH 550 02" 30' WEST, 9949.29 FEET TO THE POINT OF CURVE OF A 40 00' CURVE TO M E  
LEm, HAVING A RADIUS OF 1432.69 FEET; 

THENCE ALONG THE ARC OF SAID CURVE, 417.29 F E R  TO THE POINT OF TANGENT OF SAID CURVE; 

THENCE NORTH 710 44" WEST, 4963.49 FEET TO THE POINT OF CURVE OF A 2 O  00' CURVE TO THE 
RIGHT HAVING A RADIUS OF 2864.79 FEFT; 

I 
THENCE ALONG THE ARC OF SAID CURVE, 489.17 FEET TO THE POINT OF TANGENT OF SAID CURVE; 

THENCE NORTH 610 57 WEST, 211.49 FEETTO A POINT ON THE WEST UNE SECTION 7, TOWNSHIP 1 
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No. 232313A 

NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, 
ARIZONA, SAID POINT SOUTH Oo 16" WE=, 394.03 FEET FROM THE NORTHWEST CORNER OF SAID 
SECTION 7; 

THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 7, TOWNSHIP 1 NORTH, RANGE 6 WEST 
OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA, AS CONVEYED TO 
MARICOPA COUNTY, A POLITICAL SUBDIVISION OF THE STATE OF ARIZONA BY Q U l l  CLAIM DEED 
RECORDED ON DOCKET 2747, PAGE 161. 

PARCEL NO. 11 

ALL OF SECTION 6, TOWNSHIP 1 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND 
MERIDIAN, MARICOPA COUNTY, ARIZONA. 

PARCEL NO. 12 

THE SOUTH HALF AND THE NORTHWEST QUARTER OF SECTION 31, TOWNSHIP 2 NORTH, RANGE 6 
WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA; 

EXCEPT FROM LOTS 1 AND 2 AND THE EAST HALF OF THE N O R T H W m  QUARTER THEREOF, ALL 
MINERALS AS RESERVED UNTO THE UNITED STATES IN THE RECORDED PATENT TO SAID LAND 
RECORDED I N  DOCKET 2623, PAGE 394. 

PARCEL NO. 13 

THE NORTHEAST QUARTER OF SECnON 31, TOWNSHIP 2 NORTH, RANGE 6 WEST, OF THE GILA AND 
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA. 

Page 8 



EXHIBIT B 
INFRASTRUCTURE COORDINATION. FINANCE AND OPTION AGREEMENT 

SITE PLAN 







EXHIBIT C 

INFRASTRUCTURE COORDINATION, FINANCE AND OPTIONAGREEMENT 

START WORK NOTICE 

SAMPLE START WORK NOTICE 

Invoice Date: 
Due Date: 

Invoice to: Landowner Name 
Landowner Address 

By issuance of this Start Work Notice, Landowner notifies and authorizes Coordinator to 
commence the bidding of the construction jobs necessary to provide water, wastewater and 
reclaimed water services to the development. 

Amount due: 

Number of lots within development 
Start Work Notice fee per lot 
Invoice Amount 

1,000 
$500 
$500,000 



WUGT 

Coordinator warrants that the following description of services includes all approvals, permits 
and requirements necessary to provide water service to the project. 

- Expand CC&N water service area to include the Land, if necessary, including filing 
for a CC&N expansion within 30 days of closing of the acquisition of WMC and 
WUGT; 
Prepare a master water plan with respect to the Lan4 
Confirm, construct andor develop sufficient water plant, well source capacity and 
Central Arizona Project water source capacity and delivery systems for the Land; 
Extend a water distribution main line to the Delivery Points; 
Provide will-serve letters to applicable governmental agencies necessary for final 
Plat Approvals with a schedule of commitment dates personalized for the Land; 
Provide a 100-year assured water supply through Department of Water Resources 
via an Assured Water Designation or assist Landowner with the Certificate for 
Assured Water Supply application required for final Plat Approvals and Department 
of Real Estate approvals; 
Prepare Interim Use Permit for Land as described within this Agreement; 
Provide expedited final subdivision plat water improvement plan check and 
coordination with the Arizona Department of Environmental Quality for Approvals 
to Construct; and, 
ObtaidDevelop facilities extension agreement for construction of infrastructure 
within the Land (subject to reimbursement). 

- 
- 

- 
- 
- 

- 
- 

- 

- HUC 
Coordinator warrants that the following description of services includes all approvals, permits 
and requirements necessary to provide reclaimed water and wastewater service to the project. 

- Expand CC&N wastewater service area to include the Land, including filing for a 
CC&N or CC&N expansion within 30 days of closing of the acquisition of WMC 
and WUGT; 
Prepare a master wastewater plan with respect to the Land; 
Develop a master reclaimed water treatment, retention, and distribution plan 
including interim well water supply for lake storage facilities; 
Confirm, construct andlor develop sufficient wastewater plant capacity and Off-Site 

- 
- 
- 



Facilities for the Land; 
Extend a wastewater collection system main line to the Delivery Points; 
Extend a reclaimed water line to a water storage facility within the Land; 
Provide all permitting and regulatory approvals including but not limited to an 
Aquifer Protection Permit and Maricopa County Association of Governments 
(MAG) 208 Water Quality Plan as necessary; 
Provide will-serve letters to applicable governmental agencies necessary for final 
Plat Approvals with a schedule of commitment dates personalized for the Land; 
Provide expedited final subdivision plat wastewater improvement plan check and 
coordination with the Arizona Department of Environmental Quality for Approvals 
to Construct; and, 
Obtain/Develop facilities extension agreement for construction of infrastructure 
within the Land (subject to reimbursement), 

- 
- 
- 

- 
- 

- 
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EXHIBIT E 
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT 

WATER FACILITIES EXTENSION AGREEMENT 

This Agreement is made this day of ,2005 by and between 

WATER UTILITY OF GREATER TONOPAH an Arizona corporation ("Company"), and 

¶an ("Developer"). 

]RECITALS: 

A. Developer desires that water utility service be extended to and for its real estate 

development located in Parcel - of consisting of __ (single family, 

multi-family or commercial) lots, in Maricopa County within the general vicinity of the City of 

A Arizona (the "Development"). A legal description for the Development is attached 

hereto as Exhibit "A" and incorporated herein by this reference. The Development is located 

within Company's Certificate of Convenience and Necessity ("CC&N'), and the Company shall 

be responsible for extending service to the Delivery Points identified in Exhibit "B" hereto, and 

Company requires no further payment from Developer for Off-Site Facilities. 

B. Company is a public service corporation as defined in Article XV, Section 

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection 

system and holds a CC&N from the Commission granting Company the exclusive right to 

provide sewer utility service within portions of Maricopa County, Arizona. 

C. Developer is willing to construct and install facilities within the 

Development necessary to extend sewer utility service within the Development which facilities 

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit 



“B.” Company is willing to provide water utility service to the Development in accordance with 

relevant law, including the rules and regulations of the Commission on the condition that 

Developer fully and timely perform the obligations and satisfy the conditions and requirements 

set forth below. 

COVENANTS AND AGREEMENTS: 

NOW, THEREFORE, in consideration of the following covenants and 

agreements, and other good and valuable consideration, the receipt and sufficiency of which are 

hereby acknowledged, the Parties hereby agree as follows: 

1. Construction of On-Site Facilities. Developer agrees to construct and 

install water distribution mains and pipelines, valves, booster stations, hydrants, fittings, service 

lines and all other related facilities and improvements necessary to provide water utility service 

to each lot or building within the Development as more particularly described in Exhibit “C” 

attached hereto and incorporated herein by this reference (referred to hereinafter as the 

“Facilities”). The Facilities shall connect to the Company’s system at the point shown on the 

approved plans as generally depicted on the map attached hereto as Exhibit “B” (the “Delivery 

Points”) and shall be designed and constructed within the Development in a manner which 

allows the provision of safe and reliable water utility service to each lot therein. Subject to the 

terms and conditions set forth herein (including, without limitation, Company’s rights of plan 

review and approval and inspection of final construction), Developer shall be responsible for all 

construction activities associated with the Facilities, and Developer shall be liable for and pay 

when due all costs, expenses, claims and liabilities associated with the construction and 

installation of the Facilities. Company shall be responsible for payment, financing, construction 



and design of any and all Off-Site Facilities without any additional compensation from 

Developer. Under this Agreement, “Off-Site Facilities” means those water and reclaimed water 

facilities to be constructed by Company or its Siliates under this Agreement, including all 

water, reclaimed water, and treatment, transmission, storage, pumping, and delivery facilities 

constructed either off the Land or on the Land to the Delivery Points as defined and agreed by 

the Parties. 

2. Construction Standards and Reauirements. The Facilities shall meet 

and comply with Company’s reasonable standards and specifications, and all engineering plans 

and specifications for the Facilities shall be approved by Company and its engineers 

(“Company’s Engineer”), prior to the commencement of construction with such approval not be 

unreasonably withheld. Company and Company’s Engineer shall review the plans and 

specifications and shall provide any requirements or comments as soon as practicable. 

Developer shall require that its contractor be bound by and conform to the plans and 

specifications for the Facilities as finally approved by Company. The construction and 

installation of the Facilities shall be in conformance with the applicable regulations of the 

Arizona Department of Environmental Quality (“ADEQ), the ACC, and any other 

governmental authority having jurisdiction there over. 

3. Rbht of Inmeetion: Corrective Action. Company shall have the right to 

have Company’s Engineer inspect and test the Facilities at reasonable times during the course of 

construction as necessary to ensure conformance with plans and specifications. If at any time 

before the final acceptance by Company of the Facilities any construction, materials or 

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform 

to this Agreement, then Company may reject such defective or deficient construction, materials 



andor workmanship and require Developer to fully pay for all necessary corrective construction 

efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid 

connection of any defective portion of the Facilities to Company’s system unless and until the 

Facilities have been constructed in accordance with plans and specifications and all applicable 

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action 

required to remedy such defects and deficiencies in construction, materials and workmanship 

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not 

unreasonably withhold or delay acceptance of the Facilities. 

4. Transfer of Ownershin Upon completion and approval of the as-built 

Facilities by Company and any other governmental authority whose approval is required, 

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale 

in a form satisfactory to Company, Thereafter, Company shall be the sole owner of the Facilities 

and be responsible for their operation, maintenance and repair. Company’s ownership and 

responsibility shall include all distribution mains and/or related appurtenances within the 

Development up to the point of connection to the service line of each customer receiving service. 

Maintenance and repair of each service line, which lines are not part of the Facilities, shall be 

Developer’s, the Development’s or each individual customers’ responsibility. All work 

performed by or on behalf of Developer shall be warranted by Developer for one year from the 

date of transfer of the Facilities to Company against defects in materials and workmanship. 

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all 

liens and encumbrances, and unless the time period for filing lien claims has expired, shall 

provide evidence in the form of lien waivers that all claims of contractors, subcontractors, 

mechanics and materialmen have been paid and satisfied. 



5 .  Final As-Built Drawinm and Accounting of Construction Costs. 

Immediately following completion and approval of the Facilities, Developer shall provide 

Company with three sets of as-built drawings and specifications for the Facilities and a 

reproducible copy of such drawings. Developer shall also provide an accounting of the cost of 

constructing and installing the Facilities, which amount shall be rehdable in accordance with 

paragraph 8, below. Company shall have no obligation to furnish service to the Development or 

to accept the transfer of the Facilities until Developer has complied with this paragraph. 

6. Easements. Developer shall be responsible for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 

size, location, and configuration so as to allow Company ready access to the Facilities for 

maintenance and repairs and other activities necessary to provide safe and reliable water utility 

service. Such easements and rights-of-way shall be provided to Company by Developer at the 

same time as Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At 

the time of transfer, all easements and rights-of-way shall be free of physical encroachments, 

encumbrances or other obstacles. Company shall have no responsibility to obtain or secure on 

Developer's behalf any such easements or rights-of-way. 

7. Reimbursement for Enpineering: and Other Fees and Expenses. 

Developer shall also reimburse Company for the reasonable costs, expenses and fees, including 

legal fees and costs that are incurred by Company for preparation of this Agreement, for 

reviewing and approving the plans and specifications for the Facilities to be constructed by 

Developer, for inspecting the Facilities during construction and other supervisory activities 

undertaken by Company, for obtaining any necessary approvals from governmental authorities 



(collectively the “Administrative Costs”). For such purpose, at the time of the signing of this 

Agreement, the Developer will pay an advance to the Company of Seven Thousand Five 

Hundred Dollars ($7,500). Developer shall provide additional advances to Company, as may be 

reasonably requested by Company in writing from time-to-time, to reimburse Company for any 

additional Administrative Costs it incurs. In no event shall such Administrative Costs exceed 

10.0% of the cost of the Facilities. All amounts paid to Company pursuant to this provision shall 

constitute advances in aid of construction and be subject to refund pursuant to paragraph 8, 

below. 

8. Refunds of Advances. Company shall refund annually to Developer an 

amount q u a .  to seven percent (7%) of the gross annual revenues received by Company from the 

provision of water utility service to each bona fide customer within the Development. Such 

refunds shall be paid by Company on or before the first day of August, commencing in the fourth 

calendar year following the calendar year in which title to the Facilities is transferred to and 

accepted by Company and continuing thereafter in each succeeding calendar year for a total of 

twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refimded 

hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be 

non-refundable. In no event shall the total amount of the rehnds paid by Company hereunder 

exceed the total amount of all advances made by Developer hereunder. For the purposes of this 

provision, the total amount of Developer’s advances shall be equal to Developer’s actual cost of 

constructing the Facilities, less the costs of any corrective action as defined in paragraph 3 

above, the costs of curing any defects arising during the warranty period, as provided herein, and 

the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and 

the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph 7, 



above. 

9. ComDanY's Obligation to Serve. Subject to the condition that Developer 

hlly perform its obligations under this Agreement, Company shall provide water utility service 

to all customers within the Development in accordance with Company's tariffs and schedule of 

rates and charges for service, the rules and regulations of the Commission and other regulatory 

authorities and requirements. However, Company shall have no obligation to accept and operate 

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails 

to construct and install the Facilities in accordance with Company's standards and specifications 

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any 

other governmental authority having jurisdiction there over, or otherwise fails to comply with the 

terms and conditions of this Agreement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to 
* 

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company 

shall not terminate service to any customer within the Development to whom service has been 

properly established as a consequence of any subsequent breach or nonperformance by 

Developer hereunder. 

10. Liabilitv for Income Taxes. In the event it is determined that all or any 

portion of Developer's advances in aid of construction hereunder constituted taxable income to 

Company as of the date of this Agreement or at the time Company actually receives such 

advances hereunder, and if no reasonable alternative business arrangement then exists to avoid 

such tax effect, Developer will advance funds to Company equal to the income taxes resulting 

from Developer's advance hereunder. These funds shall be paid to Company within twenty (20) 



days following notification to Developer that a determination has been made that any such 

advances constitute taxable income, and such tax funds are then due and payable, whether by 

virtue of any determination or notification by a governmental authority, amendment to the 

Internal Revenue Code, any regulation promulgated by the Internal Revenue Service, or similar 

change to any statute, rule or regulation relating to this matter. Such notification shall include 

documentation reasonably necessary to substantiate the Company’s liability for income taxes 

resulting from the Developer’s advances in aid of construction under this Agreement. In the 

event that additional funds are paid by Developer under this paragraph, such funds shall also 

constitute advances in aid of construction. In addition, Developer shall indemnify and hold 

Company harmless for, from and against any tax related interest, fines and penalties assessed 

against Company and other costs and expenses incurred by Company as a consequence of late 

payment by Developer of amounts described above. 

1 1. Notice. All notices and other written communications required hereunder 

shall be sent to the parties as follows: 

COMPANY: 

Water Utility of Greater Tonopah 
Attn: Cindy M. Liles, Senior Vice President 
21410 N. 19’ Avenue 
Suite 201 
Phoenix, Arizona 85027 

DEVELOPER 

Each party shall advise the other party in writing of any change in the manner in which 

notice is to be provided hereunder. 

. .. . . . 



12. Governing Law. This Agreement, and all rights and obligations 

hereunder, shall be subject to and governed by the rules and regulations of the Commission 

relating to domestic water utilities and generally shall be governed by and construed in 

accordance with the laws of the State of Arizona. Developer understands and acknowledges that 

Company's rates and charges, and other terms and conditions applicable to its provision of utility 

service, may be modified from time-to-time by order of the Commission. Company shall 

provide Developer with copies of such orders that may affect Developer's rights and obligations 

hereunder 

13. Time is of the Essence. Time is and shall be of the essence of this 

Agreement. 

14. Indemnification: Risk of Loss. Developer shall indemnify and hold 

Company hamless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise 

relating to Developer's failure to comply with any of the terms and conditions contained herein, 

including (without limitation) Company's refusal to serve any unit within the Development based 

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's 

duty to indemnie Company shall extend to all construction activities undertaken by Developer, 

its contractors, subcontractors, agents, and employees hereunder. Developer's duty to indemnify 

shall not apply to the extent any claims, demands andor other liabilities and expenses are caused 

by Company's negligent or intentional actions or inaction. Company shall indemnify and hold 

Developer harmless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise 

relating to Company's failure to comply with any of the terms and conditions contained herein. 



Company's duty to indemnify Developer shall extend to all construction activities undertaken by 

Company, its contractors, subcontractors, agents, and employees hereunder. Company's duty to 

indemnify shall not apply to the extent any claims, demands andor other liabilities and expenses 

are caused by Developer's negligent or intentional actions or inaction. This indemnity clause 

shall not apply to the extent such claim, demand, liability andor expense is attributable to any 

third party. 

15. Successors and Assiens. This Agreement may be assigned by either of 

the parties provided that the assignee agrees in writing to be bound by and hlly perfom all of 

the assignor's duties and obligations hereunder. This Agreement and all terms and conditions 

contained herein shall be binding upon and shall inure to the benefit of the successors and 

assigns of the parties. 

16. DkDute Resolution. The parties hereto agree that each will use good 

faith efforts to resolve, through negotiation, disputes arising hereunder without resorting to 

mediation, arbitration or litigation. 

17. Attorneys' Fees. The prevailing party in any litigation or other 

proceeding concerning or related to this Agreement, or the enforcement thereof, shall be entitled 

to recover its costs and reasonable attorneys' fees. 

18. Authoritv to Perform. Company represents and warrants to Developer 

that Company has the right, power and authority to enter into and l l l y  perform this Agreement. 

Developer represents and warrants to Company that Developer has the right, power and authority 

to enter into and fully perform this Agreement. 

DEVELOPER: COMPANY: 

WATER UTILITY OF GEATER TONOPAH 



an Arizona corporation 

BY 
Its 

BY 

Its: Senior Vice President 
Cindy Liles 



EXHIBIT “A” 

Legal Description 



EXHIBIT “B” 
Point(s) of Connection [Delivery Point(s)] 



EXHIBIT “C” 

Water Facilities Budget 
(Required to be completed by Developer prior to execution of agreement) 

Item QTY UNIT UNIT $ TOTAL $ 
8” (2-900, Class 150 Water Main LF 
8” Valve Box & Cover EA 
Fire Hydrant, Complete EA 
3 / 4” Double Water Service EA 
3 / 4” Single Water Service EA 
1 ?4’ Landscape service EA 
2” Landscape service EA 
1 ” Landscape service EA 
Subtotal 
Sales Tax 
Total 



EXHIBIT F 
INFRASTRUCTURE COORDINATION. FINANCE AND OPTION AGREEMENT 

SEWER FACILITIES EXTENSION AGREEMENT 

This Agreement is made this day of ,2005 by and 

between HASSAYAMPA UTILITY COMPANY, an Arizona corporation ("Company"), 

¶an ("Developer"). 

RECITALS: 

A. Developer desires that sewer utility service be extended to and for its real estate 

development located in Parcel - of consisting of - (single family, 

multi-family or commercial) lots, in Maricopa County within the general vicinity of the City o f  

Maricopa, Arizona (the "Development"). A legal description for the Development is attached 

hereto as Exhibit "A" and incorporated herein by this reference. The Development is located 

within Company's Certificate of Convenience and Necessity ("CC&N"), the Company has shall 

be responsible for extending service to the Delivery Points identified in Exhibit "B" hereto, and 

the Company requires no further payment from Developer for Off-Site Facilities. 

B. Company is a public service corporation as defined in Article X V ,  Section 

2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection 

system and holds a CC&N from the Commission granting Company the exclusive right to 

provide sewer utility service within portions of Maricopa County, Arizona. 

C. Developer is willing to construct and install facilities within the 

Development necessary to extend sewer utility service within the Development which facilities 

shall connect to the Company's system as generally shown on the map attached hereto as Exhibit 

"By (the "Delivery Points"). Company is willing to provide sewer utility service to the 

1 . 



.. 

Development in accordance with relevant law, including the rules and regulations of the 

Commission on the condition that Developer fully and timely perform the obligations and satisfy 

the conditions and requirements set forth below. 

COVENANTS AND AGREEMENTS: 



NOW, THEREFORE, in consideration of the following covenants and agreements, and 

other good and valuable consideration, the receipt and sufficiency of which are hereby 

acknowledged, the parties hereby agree as follows: 

1 .  Construction of On-Site Facilities. Developer agrees to construct and 

install sewage collection mains, manholes, pumping stations and/or such other facilities and 

improvements necessary to provide sewer utility service to each lot or building within the 

Development as more particularly described in Exhibit "C" attached hereto and incorporated 

herein by this reference (referred to hereinafter as the "Facilities"). The Facilities shall connect 

to the Company's system at the point shown on the approved plans as generally depicted on the 

map attached hereto as Exhibit "B" (the "Delivery Points"), and shall be designed and 

constructed within the Development in a manner which allows the provision of safe and reliable 

sewer utility service to each lot therein. Subject to the terms and conditions set forth herein 

(including, without limitation, Company's rights of plan review and approval and inspection of 

final construction), Developer shall be responsible for all construction activities associated with 

the Facilities, and Developer shall be liable for and pay when due all costs, expenses, claims and 

liabilities associated with the construction and installation of the Facilities. Company shall be 

responsible for payment, financing, construction and design of any and all Off-Site Facilities 

Without any additional compensation from Developer. Under this Agreement, "Off-Site 

Facilities" means those wastewater facilities to be constructed by Company or its affiliates under 

this Agreement, including all wastewater plant, production, treatment, transmission, storage, 

pumping, and delivery facilities constructed either off the Land or on the Land to the Delivery 

Points as defined and agreed by the Parties. 



2. Construction Standards and Reauirements. The Facilities shall meet 

and comply with Company’s reasonable standards and specifications, and all engineering plans 

and specifications for the Facilities shall be approved by Company and its engineers 

(“Company’s Engineer”) prior to the commencement of construction with such approval not to 

be unreasonably withheld. Company and Company’s Engineer shall review the plans and 

specifications and shall provide any requirements or comments as soon as practicable. 

Developer shall require that its contractor be bound by and conform to the plans and 

specifications for the Facilities as finally approved by Company. The construction and 

installation of the Facilities shall be in conformance with the applicable regulations of the 

Arizona Department of Environmental Quality (“ADEQ), the ACC, and any other 

governmental authority having jurisdiction there over. 

3. Riaht of InsDection; Corrective Action. Company shall have the right to 

have Company’s Engineer inspect and test the Facilities at reasonable times during the course of 

construction as necessary to ensure conformance with plans and specifications. If at any time 

before the final acceptance by Company of the Facilities any construction, materials or 

workmanship are found to be defective or deficient in any way, or the Facilities fail to conform 

to this Agreement, then Company may reject such defective or deficient construction, materials 

and/or workmanship and require Developer to fully pay for all necessary corrective construction 

efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid 

connection of any defective portion of the Facilities to Company’s system unless and until the 

Facilities have been constructed in accordance with plans and specifications and d l  applicable 

regulatory requirements. Further, Developer shall promptly undertake any Corrective Action 

required to remedy such defects and deficiencies in construction, materials and workmanship 



upon receipt of notice by Company. 

unreasonably withhold or delay acceptance of the Facilities. 

The foregoing notwithstanding, Company shall not 

4. Transfer of Ownership. Upon completion and approval of the as-built 

Facilities by Company and any other governmental authority whose approval is required, 

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale 

in a form satisfactory to Company. Company, in its sole discretion, may require Developer to 

conduct a video inspection of any of the Facilities prior to final approval and acceptance to 

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of 

the Facilities and be responsible for their operation, maintenance and repair. Company’s 

ownership and responsibility shall include all pumping stations, manholes, collection and 

transmission mains and/or related appurtenances within the Development up to the point of 

connection of the sewer line of each customer receiving service to the collection main. 

Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall 

be Developer’s, the Development’s or each individual customers’ responsibility. All work 

performed by or on behalf of Developer shall be warranted by Developer for one year from the 

date of transfer of the Facilities to Company against defects in materials and workmanship. 

Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all 

liens and encumbrances, and unless the time period for filing lien claims has expired, shall 

provide evidence in the form of lien waivers that all claims of contractors, subcontractors, 

mechanics and materialmen have been paid and satisfied. 

5 .  Final As-Built Drawings and Accounting of Construction Costs. 

Immediately following completion and approval of the Facilities, Developer shall provide 

Company with three sets of as-built drawings and specifications for the Facilities and a 



reproducible copy of such drawings. Developer shall also provide an accounting of the cost of 

constructing and installing the Facilities, which amount shall be refundable in accordance with 

paragraph 8, below. Company shall have no obligation to furnish service to the Development or 

to accept the transfer of the Facilities until Developer has complied with this paragraph. 

6. Eisementg. Developer shall be responsible for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 

size, location, and configuration so as to allow Company ready access to the Facilities for 

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility 

service. Evidence of such easements and rights-of-way shall be provided to Company by 

Developer at the same time as Developer transfers ownership of the Facilities pursuant to 

paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free of 

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility 

to obtain or secure on Developer’s behalf any such easements or rights-of-way. 

7. Reimbursement for Engineeriw and Other Fees and ExDenses. 

Developer shall also reimburse Company for the reasonable costs, expenses and fees, including 

legal fees and costs that are incurred by Company for preparation of this Agreement, for 

reviewing and approving the plans and specifications for the Facilities to be constructed by 

Developer, for inspecting the Facilities during construction and other supervisory activities 

undertaken by Company, for obtaining any necessary approvals from governmental authorities 

(collectively the “Administrative Costs”). For such purpose, at the time of the signing of this 

Agreement, the Developer will pay an advance to the Company of Seven Thousand Five 

Hundred Dollars ($7,500). Developer shall provide additional advances to Company, as may be 



reasonably requested by Company in writing from time-to-time, to reimburse Company for any 

additional Administrative Costs it incurs. All amounts paid to Company pursuant to this 

provision shall constitute advances in aid of construction and be subject to refund pursuant to 

paragraph 8, below. 

8. Refunds of Advances. Company shall refund annually to Developer an 

amount equal to two and one-half percent(2.5%) of the gross annual revenues received by 

Company from the provision of sewer utility service to each bona fide customer within the 

Development. Such refunds shall be paid by Company on or before the first day of August, 

commencing in the fourth calendar year following the calendar year in which title to the 

Facilities is transferred to and accepted by Company and continuing thereafter in each 

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be 

payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end 

of such twenty-two year period shall be non-refundable. In no event shall the total amount of the 

refunds paid by Company hereunder exceed the total amount of all advances made by Developer 

hereunder. For the purposes of this provision, the total amount of Developer's advances shall be 

equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective 

action as defined in paragraph 3 above, the costs of curing any defects arising during the 

warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the 

construction of the Facilities, above, and the amounts paid by Developer to Company for 

Administrative Costs pursuant to paragraph 7, above. 

9. ComDanv's Oblimtioo to Serve. Subject to the condition that Developer 

fully perform its obligations under this Agreement, Company shall provide sewer utility service 

to all customers within the Development in accordance with Company's tariffs and schedule of 



rates and charges for service, the rules and regulations of the Commission and other regulatory 

authorities and requirements. However, Company shall have no obligation to accept and operate 

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails 

to construct and install the Facilities in accordance with Company’s standards and specifications 

and in accordance with the applicable rules and regulations of ADEQ, the Commission or any 

other governmental authority having jurisdiction there over, or otherwise fails to comply with the 

terms and conditions of this Agreement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 

Company has accepted the transfer of the Facilities, and all amounts that Developer is required to 

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company 

shall not terminate service to any customer within the Development to whom service has been 

properly established as a consequence of any subsequent breach or nonperformance by 

Developer hereunder. 

10. Lisbilitv for Income Taxes. In the event it is determined that all or any 

portion of Developer’s advances in aid of construction hereunder constituted taxable income to 

Company as of the date of this Agreement or at the time Company actually receives such 

advances hereunder, and if no reasonable alternative business arrangement then exists to avoid 

such tax effect, Developer will advance funds to Company equal to the income taxes resulting 

from Developer’s advance hereunder. These funds shall be paid to Company within twenty (20) 

days following notification to Developer that a determination has been made that any such 

advances constitute taxable income, and such tax funds are then due and payable, whether by 

virtue of any determination or notification by a governmental authority, amendment to the 

Internal Revenue Code, any regulation promulgated by the Internal Revenue Service, or similar 



change to any statute, rule or regulation relating to this matter. Such notification shall include 

documentation reasonably necessary to substantiate the Company’s liability for income taxes 

resulting fkom the Developer’s advances in aid of construction under this Agreement. In the 

event that additional funds are paid by Developer under this paragraph, such funds shall also 

constitute advances in aid of construction. In addition, Developer shall indemnify and hold 

Company harmless for, from and against any tax related interest, fines and penalties assessed 

against Company and other costs and expenses incurred by Company as a consequence of late 

payment by Developer of amounts described above. 

1 1. Notice. All notices and other written communications required hereunder 

shall be sent to the parties as follows: 

COMPANY: 

Hassayampa Utility Company, 
Attn: Cindy M. Liles, Senior Vice President 
21410 N. 19‘ Avenue 
Suite 201 
Phoenix, Arizona 85027 

DEVELOPER: 

Each party shall advise the other party in writing of any change in the manner in which 

notice is to be provided hereunder. 

12. Governing: Law, This Agreement, and all rights and obligations 

hereunder, shall be subject to and governed by the rules and regulations of the Commission 



relating to domestic sewer utilities and generally shall be governed by and construed in 

accordance with the laws of the State of Arizona. Developer understands and acknowledges that 

Company's rates and charges, and other terms and conditions applicable to its provision of utility 

service, may be modified from time-to-time by order of the Commission. Company shall 

provide Developer with copies of such orders that may affect Developer's rights and obligations 

hereunder. 

13. Time is of the Essence. Time is and shall be of the essence of this 

Agreement. 

14. Indemnification: Risk of Loss. Developer shall indemnify and hold 

Company harmless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise 

relating to Developer's failure to comply with any of the terms and conditions contained herein, 

including (without limitation) Company's refusal to serve any unit within the Development based 

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's 

duty to indemnify Company shall extend to all construction activities undertaken by Developer, 

its contractors, subcontractors, agents, and employees hereunder. Developer's duty to indemnify 

shall not apply to the extent any claims, demands and/or other liabilities and expenses are caused 

by Company's negligent or intentional actions or inaction. Company shall indemnify and hold 

Developer hamless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise 

relating to Company's failure to comply with any of the terms and conditions contained herein. 

Company's duty to indemnify Developer shall extend to all construction activities undertaken by 

Company, its contractors, subcontractors, agents, and employees hereunder. Company's duty to 



indemnify shall not apply to the extent any claims, demands and/or other liabilities and expenses 

are caused by Developer's negligent or intentional actions or inaction. This indemnity clause 

shall not apply to the extent such claim, demand, liability and/or expense is attributable to any 

third party. 

15. Successors and Assigns. This Agreement may be assigned by either of 

the parties provided that the assignee agrees in writing to be bound by and fully perform all of 

the assignor's duties and obligations hereunder. This Agreement and all terms and conditions 

contained herein shaII be binding upon and shall inure to the benefit of the successors and 

assigns of the parties. 

16. Dismte Resolution. The parties hereto agree that each will use good 

faith efforts to resolve, through negotiation, disputes arising hereunder without resorting to 

mediation, arbitration or litigation. 

17. Attornevs' Fees. The prevailing party in any litigation or other 

proceeding concerning or related to this Agreement, or the enforcement thereof, shall be entitled 

to recover its costs and reasonable attorneys' fees. 

18. Authoritv to Perform. Company represents and warrants to Developer 

that Company has the right, power and authority to enter into and filly perform this Agreement. 

Developer represents and warrants to Company that Developer has the right, power and authority 

to enter into and fully perform this Agreement. 



DEVELOPER: 

BY 
Its 

COMPANY: 

HASSAYAMPA UTILITY COMPANY 
an Arizona corporation 

BY 

Its: Senior Vice President 
Cindy M. Liles 



EXHIBIT “B” 
Point($) of Connection (Delivery Point) 



I 

Wastrwrtrr Mastor Plan 
Qlobal Wator 1nrt.llationr 

'IrJu Wator Roclrrnatlon Facilitlor 

Rcclnimed Water Mastor Plan 
Global Water Installations 

lleclaimed Water Pipelines panllcl wastewater 
collection pipelines within the major roadways 
and will be installed by Global from the WRF 
IO a point of storagc selected by developer. 

All Global Water pipeline installations will be 
completed prior ro construction of paved roadways. 



EXHJBIT “C” 

Wastewater Facilities ,Budget 
(Required to be completed by Developer pnor to execution of agreement 

Item QTY UNIT UNIT $ TOTAL $ 

8” SDR 35 Sewer Main LF 
10” SDR 35 Sewer Main LF 
4’ Manhole EA 
Sewer Cleanout EA 
4” Sewer Service EA 

Subtotal 
Sales Tax 
Total 

-- 



EXHIBIT G 
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT 

OFF SITE FACILITIES 

- Water 

Backbone/offsite water infrastructure includes all ground water wells, treatment facilities, 
storage and distribution centers, and major distribution pipelines (typically 16” diameter or 
greater) that generally run beneath major roadways. These roadways are usually located along 
section lines and cover a one mile by one mile grid. Connection stubs to onsitelin-parcel 
infrastructure are provided from these distribution pipelines. 

WastewatedReclaimed Water 

Backboneloffsite wastewater infrastructure includes all major collection pipelines (typically 1 8” 
to 48” diameter) that generally run beneath major roadways. Connections to these pipelines are 
typically provided for the onsitehn-parcel wastewater collection system at designated locations 
along a one mile by one mile section line grid. Backbone/offsite wastewater infrastructure also 
includes all lift stations, reclamation facilities, and major reclaimed water distribution pipelines. 
Reclaimed water infkastructure generally runs parallel to the wastewater main lines within the 
major roadway to the onsite storage facility provided by the Landowner. 



EXHIBIT H 
INFRASTRUCTURE COORDINATION. FINANCE AND OPTION AGREEMENT 

The attached maps indicate proposed lines to be the responsibility of the utilities based on the 
proposed land use plan submitted. Typically, the utility is responsible for water lines in size of 
16 inch or greater and wastewater lines 18 inch or greater. The Delivery Points as designated on 
the attached maps will change as agreed according to the final map. 



. 
a 

EXHIBIT I 
INFRASTRUCTURE COORDINATION, FMANCE AND OPTION AGREEMENT 

WATER UTILITY OF GREATER TONOPAH 
2 14 10 N. 19* Avenue, Suite 20 1 

Phoenix, Arizona 85027 

Date 

Landowner Name and Address 

RE: Will Serve Letter for 

Dear 

Water Utility of Greater Tonopah, Inc. (“WUGT”) is a private water 
company authorized by the Arizona Corporation Commission (PACC”) to furnish 
water utility service within portions of Maricopa County. [Insert Name of 
Landowner] has requested that WUGT provide water utility service to the 
Development as set forth on the legal description attached to this letter as 
Exhibit A. WUGT has determined that the Development is located partially 
within WUGT’s service territory. Within 30 days of the closing of the pending 
acquisition of WUGT and the Western Maricopa Combine, WUGT shall file an 
application with the ACC seeking approval to extend WUGT’s CC&N to include 
all of the land set forth on Exhibit A. 

Based upon the inclusion of the above referenced land in the certificate 
of convenience and necessity (CC&N) territory approved by the ACC, and 
subject to execution of water line extension agreements by the Landowner and 
other regulatory approvals including Arizona Department of Water Resources, 
WUGT has agreed to provide water utility service to the Development. Further, 
WUGT has agreed to finance and construct facilities and infrastructure 
necessary to serve the Development in accordance with Line Extension 
Agreement, and to achieve substantial completion of those facilities and 
infrastructure within 18 months of the issuance of a Start Work Notice by 
Landowner. Specifically, pursuant to the conditions noted above, WUGT shall 
finance and construct the following facilities and infrastructure subject to final 
engineering and regulatory approvals: [insert general description of facilities to 



be constructed]. 

additional information. We look forward to serving your development. 
Please feel free to contact me if you have any questions or require any 

Respectfully yours, 

Cindy M. Liles 
Senior Vice President 



HASSAYAMPA UTILITY COMPANY 
21410 N. 19* Avenue, Suite 201 

Phoenix, Arizona 85027 

Date 

Landowner Name and Address 

RE: Will Serve Letter for 

Dear 

Hassayampa Utility Company (“HUC”) has submitted an application to 
the Arizona Corporation Commission (“ACC”) to form a private wastewater 
company authorized to furnish reclaimed water and wastewater utility service 
within portions of Mdcopa County. Insert Name of Landowner] has requested 
that HUC provide reclaimed water and wastewater utility service to the 
Development as set forth on the legal description attached to this letter as 
Exhibit A. 

Based upon the ACC’s approval of the formation of the certificate of 
convenience and necessity (CC86N) for HUC, the ACC’s approval to include the 
Development in HUC’s CC&N territory, execution of wastewater line extension 
agreements by Landowner and other regulatory approvals including the MAG 
208 amendment, HUC has agreed to provide reclaimed water and wastewater 
utility service to the Development. Further, HUC has agreed to finance and 
construct facilities and infrastructure necessary to serve the Development in 
accordance with Line Extension Agreement, and to achieve substantial 
completion of those facilities and infrastructure within 18 months of the 
issuance of a Start Work Notice by Landowner. Specifically, pursuant to the 
conditions noted above, HUC shall finance and construct the following facilities 
and infrastructure subject to final engineering and regulatory approvals: 
[insert general description of facilities to be constructed]. 

Please feel free to contact me if you have any questions or require any 
additional information. We look forward to serving your development. 

Q *. . .. 



Respectfully yours, 

Cindy M. Lilts 
Senior Vice President 


